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WHAT CAN WE EXPECT 
FROM SPECIAL SESSION? 


—Legislation Likely to Be Enacted 
—Economic and Business Prospects 
BY E. A. KRAUSS 


* 


DURABLE GOODS BOOM 


—With Appraisal of Potentials 
for Individual Companies 
BY WARD GATES 


* 


NEXT YEAR’S CROPS 


—The Key to Domestic and 
' International Outlook 
BY FRANK R. WALTERS 


— — mr». — oe tr 


The years melt away 


phe ~,. : mal 





( as the years always do ) 


As your years dwindle down—as everybody’s must—you’ll 
need more than affection and companionship. 


You'll need a place to live and food to eat. Which means 
you—not the family next door, but you—will need money. 


There’s only one way for most of us to get money—that’s 
to save it. And for most of us, too, the best way to save 
money is through U. S. Savings Bonds. 

Because U. S. Savings Bonds are the most widely and 
easily available investment to every citizen. Every bank 
sells them. Every post office sells them. 

AND—most important — you can buy them regularly and 
automatically . .. which helps overcome human inertia and 
reluctance to save. 


To do so, you just sign up for the Payroll Savings Plan 


where you work, or for the Bond-A-Month Plan at the 
bank where you have a checking account. Then they really 
pile up. 

Of course, there are other reasons for buying U. S. 
Savings Bonds. 


They're SAFE. Backed by the credit of the United States, 
that’s all. 

They're PROFITABLE. You get 4 dollars out for 3 put in, 
after 10 years. 

They’re LIQUID. Like water. You can get your cash out 
of them at any time .. . in a few minutes . . . without penalty. 


Remember those words “melt away.” They say better 
than a volume of statistics that you have less time than you 
think, to save. 


Save the easy automatic way_with U.S. Savings Bonds 
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a “controlled 
approach” 


for investors too 


In many an airline board meeting, 
the new “Controlled Approach” 
methods for bringing a plane 
down through thick weather are 
regarded as a postwar synonym for 
“profits”. All-weather flying means 
more passenger miles flown, less 
empty seats, more “profits”. 

To investors seeking safe land- 
ings in the selection of airline se- 
curities, the new MLPF&B survey 
offers a “Controlled Approach” in 
obtaining facts that are vital to 
sound investment decisions. 

The survey explains the big 
paradox in the airline picture: 
Why earnings have been reduced 
while new records are being made 
in volume and revenue. It also 
takes the measure of such thorny 
problems as operating costs, new 
equipment needs, increased ser- 
vices, and current financial posi- 
tion. As always, the facts—favor- 
able and unfavorable—are concise 
and unvarnished, add up to a full 
length picture of the industry as 
a whole. 

In addition, “SAIRLINES—1947” 
provides individual analyses of 18 
airlines, together with detailed re- 
ports of interim earnings. 

We'd like you to have a copy of 
this highly readable study if you 
are really interested in airline se- 
curities. We’re sure you'll find it 
helpful. There’s no cost. Just ask 
for “AIRLINES—i1947”. Address 


Department T-5 


MEerRrILL LYNCH, 
PieRCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Street, New York 5, N. Y. 
Offices in 93 Cities 
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Photo by Devaney 


With America called upon to feed a hungry world, American agriculture holds a key posi: 
tion. Farm production and farm exports have become a significant element not only in 
relief and recovery efforts abroad, but in American diplomacy as well. That’s why the 


weather, which determines our crops, is such an important if uncontrollable factor in the 


outlook. The story on page 182 tells you what the prospects are. 
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The Trend 


OPERATION MARSHALL” . . . November 17 is likely 
9 go down in our history as a unique day. On that 
lay, Congress convened in special session with the 
intent of implementing Secretary of State Marshall’s 
diplomatic offensive to win the battle of Europe, the 
initial struggle of what may be a long campaign to 
hold the ramparts of western civilization. If Congress 
in substance accepts the proposals submitted to it 
and prior to submission critically examined, cross- 
checked and screened by no less than three commit- 
tees consisting of influential members of both par- 
ties, November 17 may also mark the beginning of 


man outpouring of wealth usually equalled only in 


times of war. In this respect, there is little difference 
between a “cold war” and a shooting war. 

It is in the nature of things that the congressional 
lebate may extend well into spring, at least as far as 
the long range European aid program is concerned. 

e debate may be bitter as well as prolonged, with 
agreat deal of opposition against any Administration 
proposals for renewed business controls. Yet the hope 
is that a concrete and adequate foreign aid program 
will be enacted in fairly short order. Moscow has 
sen to our challenge and already is engaging in 
open warfare with the Marshall proposals. In a war 


.} 0f nerves such as is now being waged, the side with 


= capacity for quick, forceful action is most likely 
0 win. 

Because we have shown such capacity, we have 
already won the first round of “Operation Marshall.” 
Secretary Marshall has been successfully turning a 
diplomatic defensive into an offensive that plainly 
has stopped the Russians. The recent trend of Euro- 
pean elections is ample proof. Quick and forceful ac- 
tion by Congress will heighten our chances of win- 


E. A. Krauss, Managing Editor 


ArTHURG. GAINES, Associate Editor 
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of Events 


ning the second round, and it may be the decisive and 
final round. Whatever Congress does, it cannot afford 
either to unduly delay or jeopardize the success of an 
action so auspiciously begun. 


EUROPEAN CURRENCIES—FACT AND RUMOR... 
Foreign trade circles in this country express satisfac- 
tion over the recent clear-cut statement by Britain’s 
Hugh Dalton, Chancellor of the Exchequer until his 
sudden resignation only a few days ago, that the 
pound sterling would not be devalued. It is thought 
that this insures the continuance of at least the de- 
gree of stability in foreign exchange transactions 
which the dollar and pound have furnished against a 
background of constantly shifting currency rates and 
numerous devaluation rumors. The pound sterling 
may ultimately have to be devalued but obviously the 
time is not yet, and any such action may not be un- 
dertaken for quite a while. 

The same probably cannot be said of the French 
franc. Rumors of an impending franc devaluation 
have been flying thick and fast, the only question at 
issue apparently being the exact extent of devalua- 
tion and its timing! There is good reason to believe 
that active discussions of franc devaluation have 
been going on for some time and that any action, 
when it comes, may be fairly drastic. 

Prompt action is urgent too, not only because it is 
regarded as a major requisite of effective Marshall 
plan aid, but because the French situation has been 
fast deteriorating in recent weeks. Prices have been 
soaring as much as 10% to 20% within a short few 
weeks, reminiscent of the advanced stages of infla- 
tion. France obviously cannot postpone much longer 
what may be compared to a painful operation if the 
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country’s economic health is not to deteriorate to a 
point, from which recuperation may be infinitely 
more difficult. 


Franc devaluation, it would seem, awaits only suf- 
ficient strengthening of the Government to carry it 
through. Heightened political tension, aggravated by 
the election victory of the de Gaullists and spreading 
communist disorders, would seem to make it at least 
doubtful whether the present Government can mus- 
ter the strength needed. Even speedy and purposeful 
American help may not be sufficient. 


The question whether Italian currency devaluation 
will precede or follow French devaluation is purely 
academic. The urgency of such action is even more 
apparent; without currency reform, no amount of 
American aid can be of lasting benefit. But here, too, 
political questions at the moment are paramount; the 
Government is weak and shaky. Without prior clari- 
fication of the political issue now rapidly headed for 
a crisis, currency reform would be a futile under- 
taking. 


TAX AID TO BUSINESS... In a new and little noticed 
study on the tax treatment of business losses, the 
Treasury Department has come out for an amend- 
ment of the corporation tax law “as promptly as feas- 
ible” to permit business a five-year carry-forward 
period for loss offsets. Companies unable to get the 
benefit of tax deductions because of operating losses 
could carry the deductions forward through a five- 
year period as an offset against future taxes when 
their earnings position has improved. 

Under existing law, a company has a two-year 
carryback and a two-year carry-forward for loss off- 
sets. The new provision would appear to be a distinct 
improvement over the old, an encouragement to new 
enterprises particularly which for an initial period 
may find it difficult to operate profitably. For most 
concerns, a five-year carry-forward period will suffi- 
ciently take care of losses arising out of the dips in 
the course of a general business cycle. 

The Treasury goes so far as to view favorably 
ultimate indefinite extension of the carry-forward 
period. Since companies cannot foresee income con- 
ditions too far ahead, either approach should provide 
a highly desirable stimulus to business incentive. The 
long term stabilizing effect of such a measure on bus- 
iness earnings commend it to the favorable attention 
of Congress. 


PRODUCTIVITY—THE ANSWER TO MANY PROB- 
LEMS... In these days when production is the crying 
need of the world, when underproduction is the root 
cause of inflation almost everywhere, when especially 
in our own country we are faced with the absolute 
necessity of ever greater output not only to combat 
inflation at home but to support our diplomacy 
abroad, productivity is undoubtedly a factor of great- 
est importance. With virtually full employment and 
with our labor force strained to maintain the current 
high level of economic activity, we find it difficult to 
increase output still further regardless of the press- 
ing need of doing just that. Increased productivity 
appears to be the only practical solution, in fact the 
answer to many of our present-day problems. 


Fortunately, worker productivity after a deplor- 


able postwar drop is once again on the increay 
though the uptrend as yet is not nearly as strong y 
might be hoped. Increasing productivity of course; 
a fairly slow process, almost imperceptible at tim 
But when viewed from a long range perspective, tly 
progress we have made over the years is truly jp, 
pressive. 


This is dramatically heightened in a recent stud 
of the National Bureau of Economic Research whi, 
finds that production in the United States increasg 
almost threefold between 1899 and 1939, and outmf © 

































per worker more than doubled. Summarizing th ve 
enormous gains that accumulate almost surrept. Eine d 


tiously through technical advances, the report whit". t 
is based on a survey of agriculture, mining, gas an/ hs 
electric utilities and steam railroads, states: “If the = FF 
amounts and kinds of things produced by the six inf," y . 
dustries in 1940 would have been produced with th there , 
techniques of 1900, the entire 1940 labor force woul aa 

have been required to perform this feat, and it woul _.. ” 
have had to work more hours than were customary"! t 
in 1940. In actual fact, these amounts and kinds dp SY 
things were produced in 1940 by less than half thg’@!0Us 
United States labor force available in that year.” —eo™mu 


in the 
When decades hence we again look at the recor, Eine 
we shall undoubtedly find that we have made furtha§.. the 
and important strides in this respect. The new tech #pranc 
nical advances, the immense outlays of industry ff noved, 
improving, modernizing and expanding plant assur stoog 
continued progress in this direction. Especially in the pady t 
more immediate years ahead, progress may be fa onflict 
more rapid than the long term average. It would seen§ The 
today that it is chiefly along such lines that the profiion f 
duction problems now looming so large can be solve ebbing’ 
effectively, that our standard of living can not onl§ mynist 
be maintained but further broadened. 


INVENTORIES .. . According to official information 
the strong new spurt in inventory buying that 
started last August has far from run its course. The 
current buying wave that raised inventory accumt 
lation of American business in the month of Septem 
ber by close to $1 billion seems to continue w 
checked. Aggregate business inventories in Septen- 
ber exceeded $40 billion by a sizeable margin. 


This total marks a sharp resurgence in buyin 
after the slow-down that took place during the firs; 
half of the year when talk of an impending recessio§ 
was widely prevalent. It must be viewed, amon 
other things, as a significant indication of continue 
business optimism. It must also be regarded as a dis 
tinct reflection of businessmen’s skepticism about the§- 
prospect of an early steadying of the price uptrend. 
One might go a step further and opine that it prob 
ably reflects a prevalence of belief that prices may 
yet go higher. 


The gain in inventory values itself of course mir 
rors rising prices though the physical increase in inf 
ventories has been important. One can safely assume, 
it appears, that inventory buying will not decline, 0 
decline much, until there is concrete evidence that 4 
softening of the price structure is in the offing. h 
the absence of such evidence, inventory accumulations 
can be expected to act as a continued powerful sup 
porting factor in our economy. 
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Marshall plan and political control of Europe. 

While there has been no deviation of purpose, 
there has been an interesting change in tactics. Here- 
tofore communist policy, dictated by the Kremlin, 
has been to maneuver for power within the frame- 
work of parliamen- 
tary structures of the 
various countries. The 
communist advance 
in these ocuntries 
having been halted, 
as the elections in 
France and Italy 
proved, the Kremlin’s 
stooges are now 
ready to provoke civil 
conflict. 

The new line of ac- 
tion forced by the 
ebbing tide of com- 
munist influence in 
western Europe can 
hardly be a matter of 
great satisfaction in 
Moscow. It means 
that developments 
have left the Reds 
with but one power- 
ful weapon, the threat 
of insurrection and 
tivil war (all others 
having failed), and 
they are now apply- 
ing this threat in a 
series of organized 
tots. For a_ while, 
this may continue to 
endanger political 
stability in those 
countries afflicted 
with rioting commu- 
ust minorities heed- 
ing the Moscow or- 
ders, but it will in the end hasten the day when 
strong governments will take a hand. That day, in 
France, already appears in sight, and with a strong 
government in the saddle, the communists will find 
it much more difficult to follow the Kremlin’s line. 
However, Russia’s determination to fight the Mar- 
shall plan and obtain political supremacy in Europe 
must not be taken lightly. How far she is willing to 
g0 is clearly indicated by the fact that she is making 
an effort to mobilize seventy million members of the 
World Federation of Trade Unions behind the inter- 
national communist resolution to wreck the Euro- 
pean Recovery Program. 
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NEW TACTICS — SAME GOAL 


Yet resort to this and similar weapons is tanta- 
mount to admission of a severe political setback, 
admission that the Soviet assault against the west- 
ern world is boomeranging. The Russian position has 
been badly hurt by the fact that re-entry of the com- 
munists into the Governments of France and Italy is 
now virtually unthinkable. The masters in the Krem- 
lin, it appears, have greatly misjudged political 
trends. And as they have weakened politically as a 
result of their policy 
of non-cooperation in 
the interest of world 
peace and stability, 
resistance against 
them has coalesced 
and strengthened. 

It is already clear, 
however, that the un- 
doubted emergency 
that now faces Soviet 
policy will not be 
dealt with merely 
by ordering internal 
strife, or by the ma- 
chinations of the 
newly created Comin- 
form. The Soviets 
have been losing no 
time in preparing for 
action in another 
vital direction. Scene 
of this action will be 
the full dress gather- 
ing of the Council of 
Foreign Ministers in 
London on November 
25 when another at- 
tempt will be made to 
write a peace treaty 
for Germany and 
Austria. The card 
they are going to 
play is Germany. The 
game, they well real- 
ize, may offer them a 
last chance in the 
battle for European 
supremacy, and ultimately for world control. 

Despite widespread assumption of an uncom- 
promising Russian attitude at the London Confer- 
ence, the world may suddenly find them far from 
uncooperative. They may be ready, in their own 
spectacular way, for peace — their kind of peace. 
Having taken about all the reparations they could 
from Eastern Germany, they may now attempt to 
get a finger in the Ruhr by suddenly agreeing to 
economic and political unification of Germany. 
Should they succeed in any such scheme, their’s 
would be a two-fold advantage. Not only would it 
enable them to milk an (Please turn to page 218) 
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Market Realistically Weighing New Factors 


With the President’s anti-inflation program 
known, market attention should begin to cen- 


ter more on the domestic implications of the 


European Recovery Program itself. However, 


By A. T. 


pam movement as there has been in the 
averages during the past fortnight was downward, 
but did not amount to a great deal. The reaction 
from the October rally highs has now run for four 
weeks. At its low to date, reached Thursday, Novem- 
ber 13, the Dow-Jones industrials were 5.29 points 
under the October 20 high, but 5.14 points above the 
September low, the rails had penetrated their Sep- 
tember low by just over half a point, and the utility 
average was at the lowest level since early June, but 
still over 2 points above its May bear-market low. 
Volume has been relatively small on the sell-off, and 
was even smaller on the slight rally which developed 
late last week. 

There is certainly nothing of cheer in the behavior 
of rails and utilities. However, the range of the rail 
average for the whole year to date has been only 
some 12 points, and that of the utilities only a little 
over 5 points. That of the industrials has been 
roughly 23 points. The market has spent the greater 


the presently available evidence warrants a 
continued cautious and selective policy, with 
reserves of about 50% in average investment 


accounts as recently recommended. 


MILLER 


part of the time since the autumn of 1946 around 
the mid-way point, or not far from it, in the rang 
represented by the bear-market lows and the recov. 
ery highs of last July. It may be interesting to not 
that from this mid-way point a rise of less than 10% 
would put the industrials to a new recovery high, 
fall of less than 10% to a new bear-market low. Fa 
rails, the comparable figure, either way, is about 
13%; and for utilities about 9%. Without at all mak 
ing light of the technical indications — which con 
tinue to justify a somewhat cautious market policy 
— it nevertheless has to be noted that under the 
circumstances it takes no great change in the bal 
ance between hopeful and fearful sentiment to make 
the technical evidence look alternately encouraging 
and discouraging, while falling short of being de 
cisively so either way. 

There is nothing to suggest much more than back. 
ing and filling over the near term, leaving eithers 
test of the bear-market lows or of the July highs to 

come at some future time, both ip 
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(AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES) 
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JTWE MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL ST.- 


‘(AS INDICATED BY TRANSACTIONS 


definite and unpredictable. The Mage 
zine of Wall Street composite weekly 
price index is down about 6% from the 
October high, the index of 100 high 
price stocks is down about 4%, that of 
the 100 low-price stocks about 8%. The 
Market Support Indicator charted 
this page shows a sharply narrowing 
margin of support in recent weeks, but 
without the presumptively favorable 
spread being extinguished. We are it 
the tax selling season, which ha 
usually been more or less of a marke 


oo 
320 
310 


handicap in November and part «ff 


December, but such selling figures t 
be considerably lighter than at this 
time a year ago, and even then it dif 
no great damage to the averages. 


A Market Of Stocks 


Despite the restricted fluctuation o 


the averages, it remains a selective 
market; and there is no reason to sup 
pose it is likely to become less so. ff 


anything, the impact of Marshall-plat 
exports on our economy, of such ect 
nomic controls as Congress approves 
and of the new tariff-reducing inter 
national trade agreement (terms to be 
revealed November 18) should make 
for an even more selective market. 
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Whereas, as previously 
ted, our composite index is 
‘wn about 6% from the 
netober high, over the same 
riod two stock groups are 
». They are bus lines and 
ugar. Four have fallen less 
han 1%. They are baking, 
nemicals, sulphur and vari- 
ty stores. Six others are 
‘own less than 3%. These 
he the business machinery, 
onstruction, copper, drugs 
nd toilet articles, furniture 
nd petroleum. At the other 
xtreme, two groups — air- 
aft and air lines—declined 
tween 11% and 15%. 
even groups fell between 
'% and 119%: namely, agri- 
utural machinery, coal, 
uito accessories, department 
ores, mail order, non-fer- 
ls metals, public utilities, 
ail equipment, rails, realty 
ud shipbuilding. The re- 
maining groups were fairly 
osely in line with the com- 
wsite index. 

Over the past fortnight or 
, despite a general down- 
yard trend, six stocks made 
hw individual bull-market 
ighs (highs above top 1946 
vels). They are Bendix 
Home Appliance, Island 
reek Coal, Master Electric, 
in Oil, Shamrock Oil & 
as, and Wesson Oil & Snow- 
iift, A fair number of 
thers have made new highs 
or this year, bettering their 
covery levels of last July. 
Among them are Duplan, 
Hires, Glidden, Munsing- 
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ar, Panhandle Eastern Pipe Lines, Phelps Dodge, 
American Smelting, United-Carr Fastener, Gaylord 
mtainer, Gulf Oil and National Cash Register. 
Scores of other stocks have lost no significant 
mount of ground on this reaction to date. A partial 
ist includes American Agricultural Chemical, Amer- 
an Viscose, American Water Works, Barnsdall, 
bayuk Cigar, Bethlehem Steel, California Packing, 
msolidated Natural Gas, Continental Oil, Dixie 
it did@p, Doehler-Jarvis, Industrial Rayon, International 
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faper, Joy Manufacturing, Mathieson Alkali, Mon- 
unto Chemical, Phileco, Rayonier, Socony-Vacuum, 
Nandard Oil of California, Union Carbide, Union 
il and U.S. Gypsum. 
ion off At the same time, of course, there have been a 
lectivggteat many new lows for the year—too many to 
ist even as a partial sample here. Generally speak- 
lg, consumer-goods stocks have been considerably 
1-plafeaker than capital-goods issues. Among common 
h ecopocks, utilities have been the most conspicuous and 
host important soft spot. Preferred stocks in gen- 
interg’al have been marked down sharply, reflecting 
honey-market factors, as does the bond market. As 
hoves go in the bond and preferred stock markets, 
hey have suffered a convulsion. Fortunately, there 
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is every reason to believe that the greater part of it 
has alread been seen. It may speak well for the 
under-pinning of the stock market that, in the face 
of this significant readjustment, it has had a reac- 
tion so relatively moderate to date. 


Relief From Uncertainty 


If uncertainty about the President’s proposals as 
to economic controls has been a main reason for 
the market’s downward drift, as some observers have 
believed or hoped, that has ended as we go to press. 
The market now knows the most that the Adminis- 
tration wants in the way of anti-inflation moves for 
the present, and that necessarily means for a con- 
siderable time to come. What Congress will do, in 
detail, remains to be seen. However, in the whole 
matter there are two guilding political considera- 
tions. On the one hand, the Administration does not 
dare offend the voters, especially the labor and farm 
vote, by proposed measures painful enough to be 
adequately effective in stopping inflation, for any- 
thing capable of doing that would be deflationary, 
and deflation is always painful. On the other hand, 
the Republicans in Con- (Please turn to page 217) 
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= the last few weeks, members of the 
Eightieth Congress have been trekking back to 
Washington, well in advance of the special session 
called for November 17 to consider what to do about 
foreign aid and high prices. While they were stream- 
ing back, Governmental activity to prepare for this 
momentous session reached fever pitch, culminating 
in what Under-Secretary of State Lovett aptly de- 
scribed as “hell week.” Conference followed confer- 
ence, in bureaus, in departments and among depart- 
ments, until the Administration finally completed the 
planning stage of the foreign aid program that has 
been five months in the making. The rest now is up 
to Congress which will have to decide the cost of the 
“cold war” that is currently being waged with 
Soviet Russia. 

Considering the magnitude and the far-reaching 
implications of the proposed European aid program, 
things have been moving fast. They had to, in view 
of its urgency and the tremendous stake involved. 
The first step was Secretary of State Marshall’s pro- 
posal last June in which he suggested to European 
nations that they draft a program by which Amer- 
ica might help Europe help itself. It was followed by 
a report, compiled at the Paris conference in Sep- 
tember, in which sixteen Western European nations 
complied with Mr. Marshall’s suggestions. The third 


176 


By E. A. KRAUSS 


step was a report on October 18 by a committee o 
American resources, headed by Secretary of the 
Interior Krug. It came to the conclusion that on the 
whole, our national resources, if intelligently used, 
are physically sufficient to support a considerable for. 
eign aid program, while preserving the national se 
curity and the American standard of living. 


The Nourse Report 
This was quickly followed, on November 1, by the 


fourth step in the form of a report by the President's 
Council of Economic Advisers, headed by Dr. Edwin 


G. Nourse, presenting an economic analysis of the 
effect that a foreign aid program of substantial siz 
would have on agricultural and industrial production 
of the U. S., on domestic consumption and prices and 
on Government finance and the tax structure. Its 
found that the American economy can sustain the 
general impact of a new foreign aid program and 


that there is no question of our general financial abil: 
ity to support such a program. But it stressed the fac! 


that we must deal promptly and effectively with 
problems raised by key commodities—wheat, steel, 
and certain items of industrial ant 
agricultural machinery, all of which are in extremel!h 


coal, fertilizer, 


short supply. 
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The data contained in these two basic reports 
were analyzed and correlated in the light of the Paris 
(onference’s presentation of European needs by a 
ommittee of nineteen citizens under the chairman- 
fship of Secretary of Commerce Harriman. The Har- 

iman report, released November 8, forms the basis 
fr Administration recommendations to Congress. 
Secretary of State Marshall on November 10 pre- 
Wimsented his long-awaited European recovery program 
iy a joint session of the Senate Foreign Relations 
~ [Committee and the House Foreign Affairs Commit- 

Mice. In a sobering appraisal of Europe’s relief needs, 
he proposed three steps: (1) A stop-gap appropria- 
tin immediately of $597 million for aid to France, 
Mmitaly and Austria, to tide these countries over the 
Wyinter until next March 31. This will be the prime 
wncern of the special session and relatively quick 
proval is anticipated. (2) Later, probably during 
Mmthe regular session convening in January, a congres- 

Msonal appropriation of $7.5 billion to give start to 
‘van fgthe sixteen-nation recovery program in the period 

Mirom April 1, 1948 through June 30, 1949. And (3) 

WAction committing the U. S. to the support of a 
four-year program (European Recovery Program) to 


‘¢ Hirestore the sixteen receiving nations to a self-sus- 
*Maining basis. Mr. Marshall estimated the four-year 


otal cost at between $16 billion and $20 billion but 
xplained “that the real cost is impossible to forecast 
with accuracy” because of the unpredictability of 
such factors as weather, crops and prices. This com- 
pares with outlays suggested in the Harriman re- 
prt of $5.75 billion in 1948, and—after a drastic 
scaling down of European demands—of between $12 
billion and $17 billion for the four-year aid program. 


How Much Immediate Spending 


Secretary Marshall’s presentation means that the 
Administration will ask the special session of Con- 
gress to add some $2,657 million to the spending 
budget for the fiscal year ending next June 30. This 
would boost to almost $7 billion the cost of U. S. 
freizn assistance programs for that period. Recent 
oficial budget estimates placed Government re- 
ceipts for the current fiscal year at close to $44 bil- 
lon against $41.7 billion estimated by President Tru- 
man last August. On this basis the new spending 
program would still leave a $4.2 billion surplus for 
the fiscal year, a possibility that may have important 
influence on the trend of congressional debate, espe- 
dally in the tax field. 

At any rate, the chips are down. On No- 
vember 17, the curtain was raised on what 
many consider not only a momentous session 
tom an international standpoint but a pre- 
lection “show” of no mean domestic political 
Ngnificance. The debate will revolve not just 
Hround the extent of our spending but im- 
brtantly also around such questions as the ~ 
means of providing aid to Europe, adminis- + . 
tative machinery, control, and the question 
if attaching political conditions such as the © 
quirement for a halt in the nationalization 
of Industries in Europe. While there is every 
ndication that the broad idea of foreign aid 
a strong bipartisan support, clashes on de- 
ails may be sharp and there is little likeli- 

, ood that purely political issues can be kept 

but of the congressional agenda. This is par- 

ularly true when it comes to the discus- 
Non of anti-inflationary measures which, 
resident Truman hopes, will be dealt with 
it the special session along with stop-gap aid. 
these are bound to lead to much controversy 





not only for political 
reasons but because 
of the profound ef- 
fect on our entire 
economy of any ac- 
tion — of inaction, 
for that matter—in 
this respect. 
While stop-gap 
aid andanti-inflation 
measures are to be 
the main and only 
subject of the spe- 
cial session, it would 
be unrealistic to as- 
sume that the sig- 
nificant longer range 
European Recovery 








How Stopgap Aid Would | 


Be Allotted 


FRANCE 

$111,000,000 
Milk products .. 3,000,000 | 
| Fats and oils 20,000,000 
| Coal from United States 116,000,000 
| Coal from Germany... 9,000,000 
| Petroleum products 22,000,000 | 
Cotton 38,000,000 
Fertilizer... --«- 000,000 


Wheat 


Total $328,000,000 


ITALY 
$128,000,000 
12,000,000 
5,000,000 
2,000,000 
36,000,000 


Cereals 

Fats and oils 

Pulses (peas, beans, etc.) 
Milk products 

Coal from United States 


Program (ERP) will 
not cast its shadow 
over the limited 
agenda. Most decid- 
edly it will tend to 
color much of the 
debate, as clearly in- 
dicated by Republi- 
can reaction to 
Secretary Marshall’s 
requests. His pro- 
posal for immediate 
interim aid of $597 
million to France, 
Italy and Austria 
may have relatively easy sledding; anything beyond 
that will be much harder to obtain, possibly may be 
scaled down substantially by a militant opposition. 
But while it would be futile at this stage to antici- 
pate ultimate congressional decisions, both in the 
field of short range and long range European aid, 
it is safe to assume that a program will finally 
emerge that is bound to have important domestic 
implications. 

Any aid program of the magnitude indicated is 
basically highly inflationary, particularly in today’s 
economic environment where inflation is already the 


10,000,000 
13,000,000 


Coal from Germany. 
Petroleum supplies 
Fertilizer and other agri- 
cultural supplies 
Medical supplies 


19,000,000 | 
2,000,000 


Total antes 227,000,000 


AUSTRIA 

...$ 20,000,000 

13,000,000 

Seeds, fertilizers and 
pesticides . 

Medical supplies 


7,000,000 
2,000,000 











One of the main objects of the special session is quick enact- 
ment of stop-gap aid. Many sufferers in Europe, such as this 
Italian family, could not survive the winter without our help. 





outstanding factor. Hence the emphasis on anti- in every product, this contention holds a good deyj 
inflationary measures though admittedly the root of logic. And our huge budget surplus will furth 
causes of the inflationary spiral will be hard to get complicate the Administration’s fight against tay 
at. Yet much can be done toward restraining ex- reduction. ; soe 
cesses and preventing still more price advances in Still and all, the high cost of living and the vey 
foodstuffs and other commodities. The Nourse report real danger of another price-wage spiral are potey 
is quite correct when it states that the foreign aid forces inspiring Congress to action. If the form 
program will have a severe or moderate effect on continues to rise, another round of wage increases jx 
our economy depending upon the domestic measures virtually certain and if it comes, it may severely upse 
adopted. It goes on to say that the relative short- our economic applecart. Thus price and wage freezy 
ages of specific commodities require export controls, are being talked about but prospects for such drastig 
allocations for domestic use, discouragement of mis- measures are slim. Rent control almost certainly wil 
use or excessive use, efficient transportation and dis- be further extended but return of price controls j 
tribution, and the curbing of speculation and hoard- most improbable except possibly for steel and grain, 
ing of goods. This shows at once along which lines So is rationing at the consumer level; but alloc; 
Administration ideas of counter-inflation measures tions of scarce materials, both for domestic use and 
are running. What are the prospects? And more par- export, is almost inevitable. Restrictions of specul 
ticularly, what appears politically feasible and prac- tion, notably in foodstuffs, is highly probable; Spee 
tical? On the eve of an election year, the latter isan ulators always make an excellent target. This my 
important question. take the form of limits on commodity trading an 
higher margins. Credit controls, as indicated befor 
Republican Ideas is almost certain in the field of consumer credit; 
there will be attempts to further control bank credit 
Republicans will have their own program for in- but whether this would be a good idea is highly ¢ 
flation control; on some points they will agree, on batable, especially since quantitative credit control 
others they will part company with the Administra- appear of little practical use at present. 
tion. They are likely to go along with the President 
on revival of consumer credit control; they will ac- No Stringent Controls Indicated 
cede to extension and possibly tightening of export 
controls and they will certainly come out with pro- _ On the whole, it looks that whatever controls may 
posals for wage and price restraints, and for coordi- be passed by Congress will be fairly mild and in 
nation of price policies especially in the agricultural rather loose form. Political realities point to actud 
field. They will plug for lower taxes, though not at price control chiefly in wheat and possibly meaj 
the special session; but when it comes up, this is which may affect the farmer in the sense that he 




















war-creé 
chinery 
For son 


bound to be the hottest issue of all. cannot expect any further price advance of thes a fo 
Maintenance of taxes at present rates, possibly commodities. Steel price control cannot be ruled ou . 


through 
be requ 
alone. 

The t 
equipme 
ing the 


even reimposition of excess profits taxes (a very dim The chief impact on industry will take the form q 
possibility), is the key-stone of the Administration’s steel allocation. Labor, too, may be asked to co 
counter-inflation program. Opponents argue that to- tribute by pledging itself not to seek a third rouni 
day’s high taxes have greatly contributed to infla~ of wage boosts next spring but the effectiveness 0 
tion. Since taxes constitute an important cost item such a request is an extremely moot point. 

Food and steel are the most critical proble ad 
The former centers on wheat and corn, and both ett 


MAIN POINTS OF KRUG REPORT depend on next year’s crop. Thus the weather is aa e hi 
WHEAT-<Siiah: anem Quads eens he centinnal bet on- key factor, as pointed out elsewhere in this issue if expor 
ports 200,000,000 bushels above last year’s will not sub- || Poor crops may make it impossible to make god 
stantially hurt the United States food supply. This our food promises to Europe, and this may ult 


winter’s needs can be met only by feeding less to livestock mately force drasti Hi 
- ; c measures next year, possibl 
and a successful conservation drive. some food rationing. 


STEEL—The “most troublesome problem.” No Federal . Earni: 
controls urged, but scrap and pig iron must be found to The shortage of steel, called in the Krug rep nerable 
start operations in 6,000,000 tons of idle steel mill capa- the most troublesome problem, is not capable d connecti 
city. Over-all expansion needed later; at this moment it ready solution, hence European demands will hat) Ryyo 


would take too much steel to build plants. & * : : 
FERTILIZER — Foreseeable nitrogen expansion will to be scaled down substantially, since expansion needing 


handle the United States demand only. “Special meas- steel capacity is at best a longer range way out. & more no 
ures” are needed, perhaps including cuts in industrial the danger here is that the tight supply situatiotfst, in 
use, diversion of fertilizer from the United States to may be translated into further steel price increas4fyofit m 
Europe. which would give an additional inflationary impetllfeedeg 4 


COAL—Proposed exports are “insignificant in terms to the whole economy, not only a system of allo : 
of our vast resources,” although 1948 production must be ‘ : Ys y ystem 0 of earni 
increased. European needs will taper off in 1949. Coal car tions but price controls may well be decided up™ Howe 


shortage is “definite handicap.” Both as to steel and food, the general conclusitfindicate, 
INDUSTRIAL EQUIPMENT — Most machinery is is that whether the domestic situation worsens COM, reason 

“readily available for export”; major bottlenecks are siderably or progresses satisfactorily depends upd 

freight cars and mining machinery. the use of vigorous, affirmative measures to assl 


FARM MACHINERY — Present export rate, 12 per totr? : 
cent of output, has not hurt American farmers. By next distribution to the most urgent uses and to prevel 


year 50 per cent could go overseas if necessary, because a spiraling of prices. 
United States production is expanding rapidly. As to coal and fertilizer, for which there is 
OIL—“Localized” petroleum shortages may arise in large foreign need to quicken the process of econo 


the United States this year because of scarcities of tube : * 
steel and pipeline. Export total will decline, and it can a sn domestic a well 7 . 
be offset by imports. o continue and even increase shipments of thew 


commodities. Domestic (Please turn to page 2\iBtowing 


























178 THE MAGAZINE OF WALL STREHNOVEM 





Ss may 
ind in 
actus 

meaj 
rat he 
thes 
2d ou 
rm oj 
O CON 
round 
eSS Ol 


blems 
1 both 
iY is’ 
issue 
>» g00 
y ulti 
ssibly 


repo 
ble 
| hav 
ion 0 
ut. # 
uatiol 
reasd 
apet 
allo 

upol 
Jusid 
iS con 
; upll 
assu 
revel 


e is! 
no 
affo 
thes 
e 213 



































By WARD GATES 


SI) he year 1947 is drawing to a close with the 
war-created critical shortages of industrial ma- 
chinery and other capital goods still far from filled. 
for some types of equipment, not only is there 
ned for continued full-out production activities 
through 1948 but it is estimated that five years will 
4 required to fill estimated domestic demands, 
one. 

The urgent need for industrial and like heavy 
equipment for replacements, that were deferred dur- 
ing the period when production efforts were cen- 
ted on making war machines, assures a high level 
if activity in the heavy goods industries in 1948, 
and a high level of profits for some companies even 
ifexports are reduced further. 


Effect of Export Outlook 


Earnings of some companies are relatively vul- 
nerable in event of delays or serious limitations in 
connection with planned provision of dollar exchange 
fo European and other foreign countries urgently 
needing machines to get their economies back on a 
more normal basis. This is because rising production 
tosts in the heavy goods industries have narrowed 
profit margins and continued full-out operations are 
needed to assure continuance of present high level 
bf earnings. ‘ 

However, for heavy goods industries generally, 
indicated domestic buying will be sufficient to assure 
4reasonably high level of employment in the coun- 

, and will be a strong offset to any slackening in 
ther industries. 

As regards domestic needs, the Edison Electric 
institute has estimated that the public utility indus- 

will be spending $1 billion annually for the next 
ve years for plant additions. New equipment is 
gently needed by the utilities, not only to take 
are of deferred replacements but also to meet 
towing needs for electric power. 
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Another critical spot is the 
shortage of oil producing and 
refining facilities. Leading oil 
companies in the 1947-48 two- 
year period are spending $2 bil- 
lion in oil well development, $1.1 
billion in expanding and mod- 
ernizing refinery facilities, $440 
million in pipe line expansion 
and $480 million in new market- 
ing facilities. Due to material 
shortages; the oil industry’s ex- 
pansion program has lagged 
with the bulk of planned con- 
struction still to be completed. 
Producers of oil well and re- 
finery machinery generally are 
booked far ahead, with capacity 
plant operations indicated 
throughout 1948. 

Only a start has been made in 
planned public works programs. 
More than $1.5 billion in Federal 
funds already has been author- 
ized for aid to state highways, 
and the various state govern- 
ments will spend dollar for dol- 
lar, so that over $3 billion will 
be made available for improving 
major highways. This figure will 
be swelled substantially by the 
billions needed to be spent on less important high- 
ways, and on city streets. 

The necessity for new highway construction is be- 
coming critical. Traffic this year is at a level that 
had not been anticipated by the federal authorities 
before 1951. It is estimated that 14,000 miles of 
two-lane highways should be made into four-lane, 
34,000 miles of additional main highways should be 
replaced entirely. Nearly three times as many buses 
are in use as in prewar years, automobile usage is 
soaring and number of cars in use will increase 
greatly in the next few years. 





























Huge Sums for Highway Improvement 


At least as much will be spent next year on high- 
way improvement as the $350,000,000 estimated for 
1947, and probably considerably more, with an im- 
portant upturn indicated by next summer. 

Other public works programs scheduled include a 
program of airport construction involving about 
$137 million in Federal and State funds, a vast 
housing program, and the Federal Government’s 
plan for flood control calling for expenditure of sev- 
eral billions of dollars. 

Public works expenditures in 1948 appear fairly 
certain to be at least equal to the 1947 total of 
nearly $3 billion, and with only a moderate drop in 
construction costs could move up sharply, as in 
many cases fund allocations now fail by only a nar- 
row margin to cover present indicated expense. 

Due to material shortages, producers of freight 
cars have lagged this year in their efforts to meet 
demand from the railroads for new equipment, and 
order backlogs have been increasing. The goal of 
10,000 freight cars monthly by last summer could 
not be reached, and only now is this figure being 
approached. Increased output is indicated for 1948, 
reflecting probability of better materials supply and 
orders on the books are indicated ahead sufficient to 
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absorb all the cars that can be produced. 

At present railroads are being forced to use old 
equipment on which repair costs are heavy. Some 
21 percent of cars now in use are over 30 years old, 
many of which will be dismantled as soon as new 
cars are available. 

Profits of car equipment makers are likely to in- 
crease as production is stepped up further. 

In addition to domestic demands, there is an 
urgent need abroad for American-made rolling stock. 

Locomotive manufacturers have been forced to 
change production to diesels from steam locomo- 
tives, as major demand has been for that type of 
equipment. In addition to the old line locomotive 
producers, General Motors and Fairbanks-Morse are 
important makers of diesels. Production of such 
equipment is likely to be well maintained next year, 
and profits may improve over 1947, as this years’ 
earnings have been affected adversely by labor diffi- 
culties and material shortages. 


New Types of Locomotives 


New coal-burning gas turbine engines, with rela- 
tively low fuel cost, are now in the development 
stage, with the first to be in operation next year, 
but volume production of such locomotives cannot 
be expected until later. 

Interstate Commerce Commission orders on addi- 
tional train control and brake installations will keep 
makers of such equipment busy, not only through 
1948, but for several years beyond. Railroad expen- 
ditures for train control installations, to meet I.C.C. 
requirements, may be close to $200,000,000 within 
the next five years, benefitting General Railway 
Signal, Westinghouse Air Brake and New York 
Air Brake Co. 

Westinghouse Air Brake and New York Air 
Brake will be kept busy during a similar period in 
delivering brake installations to be ordered by the 
railroads to bring old cars up to interchange speci- 
fications, as well as for equipping new cars. 

Earnings of these companies in 1948 also should 
show improvement over 1947, as during the early 





part of this year deliveries were being made op ompan 
orders placed when price controls were still in effect, hat gor 
and allowing very meager profits. war hat 


Capacity production of heavy electrical equipment Ship Di 
is indicated for some time ahead. Not only will there 
be the demand from the public utility industry for sed th 
distributing and generating equipment, but orde . 
backlogs for industrial machinery still are large, 
Corporation expenditures on new plants and equip 
ment, after easing slightly last Spring, again are 
running at an annual rate some 85 percent in excess 
of 1941, with a continued high level indicated for 
next year. A high level of production of heavy 
equipment is likely to offset, for leading equipment 
makers, any decline in sales of household appliances, 

Because of domestic demand, export shipments 
have been kept at a low percentage of total sales, 
with down-payments required generally on foreign 
orders, and selectivity exercised in acceptance of 
foreign business. Thus foreign orders, generally, 
now on the books are relatively firm. Foreign needs 
for heavy electrical equipment are even greater 
than domestic needs, and solving of payment prob. 
lems could result in a heavy volume of orders from sme 2c 
abroad. ; ’ of farm 

Sales and earnings of producers of other indus. he has 
trial machinery, specialty and miscellaneous ma. lbw pro’ 
chinery are likely to be well maintained in 1948 peaks it 
Unfilled orders assure present high rate of produc fistors 
tion well into next year, with prospects favorable forf’ The — 
balance of that year. Outlook is particularly goolfincks ¢ 
for producers of road building, excavating, mining, fino aut, 
oil field, refining and marketing, textile and similar fio» qi; 
types of specialty equipment. alies con 


Farm 
develop’ 
their m 
such eq 
require! 
meet ne 
an impa 


cioesmpebeanien 





Outlook for Machine Tool Industry 





Earnings of machine tool makers are likely w 
improve next year. During 1947 these companies 
have had to contend with government surplus tod §/——— 
competition, and there have been expenses in con- 
nection with changeover to output of new models 
The new models now ready for the market are much 
improved over older models, and are likely to mee 











with good demand through 1948. wasters 
Despite increased plant capacity, makers of heavy — 


office equipment, on basis of business on the books 
and indicated ahead, should operate at capacity of 
enlarged productive facilities throughout 1948. The 
fact that wartime output was taken by the Govern 
ment, and present demand is being stimulated by 
high office workers pay levels, has contributed t 
piling up of unprecedented order backlogs. 
Because of domestic needs, foreign business has 
been below prewar, in relation to total sales. The 
leading maker of heavy office equipment, Inter 
national Business Machine, obtains foreign reve 
nues, as is the case with bulk of domestic revenues, 
from rentals rather than outright sales. Because 
their need for office equipment, foreign countries 
generally have given high priority in exchange at West h 
rangements for payment of office machine rentals | ae 
Shipbuilding activities, while likely to continu a 
sharply reduced from wartime levels, should be welg——""* 
maintained, and possibly increased in 1948 ove  *— 
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1947. Shipyards have been busy on repair work, an  {— 
have been doing better than in the years just befor («)— 
the war, and ship restoration work is likely to P| Ap—| 
maintained next year. BP Jedd 


New ship construction in the future will depen 
on this country’s Merchant Marine policy. Shipping 
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empanies have large funds for ship repalcements, 
but government disposal of ships built during the 
war has been adverse to new ship construction. The 
Ship Disposal Act terminates at the end of this year. 

Farm equipment production next year should ex- 
wed the total for this year, when output was ham- 
gered by labor difficulties and materials shortages. 
farmers’ savings, and farm cash income, are at peak 
bvels. In addition, high cost of farm labor has in- 
weased the need for agricultural machinery. To 
meet the food needs of foreign countries as well as 
the increased domestic food requirements, more 
fam machinery is an urgent necessity. 


Broad Farm Equipment Demand 


Farm equipment companies recently have been 
developing new types of machines, thus widening 
their markets to farms which before did not buy 
sch equipment as none was made to meet their 
requirements. Present wide range of models can 
meet needs of the largest and smallest farms. Also 
a important factor is that, unlike his purchases of 
sme goods, there is almost no limit to the amount 
of farm equipment a farmer may buy, so long as 
he has the money. Thus despite present relatively 
lbw profit margins, the outlook is favorable for new 
peaks in sales and profits for the farm equipment 
makers in 1948. 

The large order backlogs for passenger cars, 
tucks and replacements indicate an active year for 
the automobile industry in 1948, provided serious 
labor disturbances can be avoided and materials sup- 
jlies continue to improve. 








With the various steel-consuming industries ap- 
parently headed for an active year, the steel indus- 
try itself has prospects of high level of production. 
Demand for sheets, strips and light plate is likely 
to continue heavy for some time, and output should 
be maintained at a high rate for some time, includ- 
ing operations at newly completed plants. Earnings 
of steel companies may continue to be affected by 
the squeeze on margins due to increased costs and 
efforts to hold down steel prices. 

For the heavy goods industries in 1948, the major 
uncertainty at the moment concerns foreign busi- 
ness. Some companies, such as makers of mining 
machinery, have received cancellations on foreign 
orders due to dollar shortages abroad. In view of 
domestic needs, however, any loss of foreign busi- 
ness in the months ahead is unlikely to prove very 
serious. 

Big Foreign Market Potentials 


Generally speaking, the need for American goods 
in Europe is great and because of this critical need 
it is probable that any interruption to exports to 
these countries will prove only temporary. The im- 
portance of European rehabilitation is so great that 
it cannot be neglected. And high in needs of Europe 
and other foreign centers is the demand for indus- 
trial equipment with which to rebuild the national 
economies. 

This augurs well for sustained prosperity of our 
durable goods industries. The latter being the back- 
bone of any business boom, it also promises a con- 
tinued high level of general business activity. 
(Please turn to page 216) 
















































oh Statistical Summary of Selected Durable Goods Manufacturers 
3 tool 
con Highest Net ; = ; 

PerShare 1946 1947 Interim Dividend Price- _—Divi- 
odels. 1936-39 NetSales Net Net Sales Net Estimated Indicated Recent: Earnings dend 
much Period ($Million) PerShare ($ Million) PerShare 1947Net 1946 1947 Price Ratio* Yieldf | 

Meet \ddressograph-Multigraph. $259 $25.6 $2.08 $39.4J1 _—«$5.99J_—«$5.99(a) $1.10 $285 $38 637.5% 

oMAllis Chalmers 2.27 93.8  def.06 142.5 Se9 72Se9 (1.25 1.60 1.60 38 (30.4 ‘2 

se lAmetican Brake Shoe 4.01 7h 3a 80.6Se9 3.15Se9 4.00 2.00 245 41 +4102 6.0 
re American Car & Foundry.....defl.36 132.8 5.26 24.2 JI3 east 5.26Ap 3.00 3.00 44, 8368 
hell ebcock & Wilcox. 2.69. 2.94 ihe 4.68Je6 9.50 1.75 3.50 56 BD 
| ont 120 33.7 2.08 41.3 Se? 1.70Je6 3.50 85 1.35 19 5.4 7.1 
ae Burroughs Adding Machine... 1.63 46.2 40. 42.0Se9  +~«88Se9_(*+1.20.2~S*SC«CSSSSS*~“i«i‘“SSCSC*“‘i‘@“_T!SSCCSCO 
: d f | Caterpillar Tractor 5.09 ‘128.4 3.25 132.0Se9 —-2.86Se? ~=3.90Ss3.00,—i32.00—iSC(<it‘i SSCS 
tat |Chicago Pneumatic Tool....__2.50 21.6 5.01 15.6 Jeb 5.77Je6 11.00 = 1.50 2.75 S81 ss 2B OB 
- HDeere & Co. 42 143.9 2.46 132.0 JI9 aa 6.00 1.50 2.00 44. °=«73 ~~ «45 
- i Fairbanks Morse 4.12 56.5 5.14 41.3 Jeb 434Je6 8.00 250 250 52 65 48 
>. Seesral Electric 2.20 679.0 1.49 820.9 Se9 1.96Se9 2.75 1.60 1.60 = fy 4.6 
Inter Ingersoll Rand... 9.83 62.6 9.28 24.1 Je3 8.25Je6 16.00 7.00 900 127 80 7.1 

TVR ivemational Harvester ___ 6.31 482.3 3.91 548.1 JI9 9.00 3.00 3.65 89 99 841 
CNUCHE National Cash Register____2.41 81.2 2.06 97.6 Se9 4.63Se9 6.00 1.25 | ar es a ee 
use OH iviiman 3.21 261.9 64 94.8 Jeb 186Je6 3.75 3.00 3.00 54 144 «255 
ntrie roc ieee 6.70 37.1 2.66 34.9 Se9 5.25Se9 7.00 2.50 3.25 54. O77 
ge al Mestinghouse Airbrake ae 63.6 3.06 38.3Je6  ——-3.08Se? 4.00 ‘W75 2.50379. 
ontali Westinghouse Electric... 1.88 301.7 65 —«492.2Se9 —2.53Se9 _—3.50 1.00 125 2 80 45 _ 
ee Worthington Pump & Mach. 3.79 59.7 10.60 ante 13.84Se9 18.00 200 250 59 4233 42 
over *—Based on estimated !947 net. Jeb—For 6 months ended June 30. 
k, and | t—Based on indicated 1947 Dividend. JI—For fiscal year ended July 31, 1947. 
befor (a)—As reported. JI3—For 3 months ended July 31. 

to be | Ap—For fiscal year ended April 30, 1947. JI9—For 9 months ended July 31. 

| Je3—For 3 months ended June 30. Se9—For 9 months ended September 30. 
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By FRANK R. WALTERS 


SS trange as it may sound, the weather per- 
haps more than anything else will play the most 
important role in both domestic and international 
decisions and developments next year. It holds the 
key to shortage or abundance, to higher or lower 
prices, to stricter or less severe controls, even to 
vital political decisions. 

The reason is that the weather determines the 
size of our crops and in a food-short world, crops— 
abundant crops—are just about the most important 
thing, just as food today has become a most weighty 
political weapon. Hence it is not too much to say 
that the size of next year’s winter wheat crop, which 
will not be harvested until May, will determine not 
only the price of wheat but what is to happen to 
prices generally, to wages, to business, and may 
_importantly affect the trend of events in Europe. 
Unfortunately prospects are none too good. A severe 
drought already has adversely affected the outlook 
for winter wheat, the big U.S. wheat crop, much of 
which still remains unplanted past the danger date. 
Even an average yield depends now on virtually 
perfect weather conditions for the next six months. 
Further lack of moisture could mean a yield far 
below last year’s. As it is, prospects for another 
bumper wheat crop appear definitely gone in view 
of the poor start already made. 


Heavy Rains Needed 


Scattered rains recently in the winter wheat areas 
have not helped the situation. The principal defi- 
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In vie 
ciency is in subsoil moisture (the effect of the prff a sha 
longed summer drought) which requires long, soakgstands t 
ing rains. These rains have not come. In the mailicommod: 
wheat belt, rains have been less than half of normaffdrop see 
since mid-July. Where grain should be seeded anigmarkets 
getting its start now, planting is delayed by drgor prod 
soil. In the “dust bowl” southwest, particularlygcrops m: 
winter wheat growers face a planting deadline buigtenace o 
much land is too dry to germinate and root cropsgthe fore 
Some growers have planted in the dust—and hope Thus 
for heavy rains that didn’t come. Others held off-flarmers 
perilously close to their deadline, generally Novengiollars 
history. 
ftom ma 
0 come 
the full 
by a con 
L1% abo 
mbinat 
and high 


Seven Fat Years 


We have been fortunate in the past. For sevel 
years we have had excellent wheat crops including 
five bumper crops and the thought is widespread 
that a turn towards less favorable crop weather 
overdue. The turn apparently has come. Soil anfhe farn 
water conservation has played a leading part in prgMhat’s | 
ducing the bumper crops we had, but these devicéfnsibly, 
mean little or nothing if there is no rain. At th 

As of today, this much is certain: The wheat sumpash hol 
ply depends now wholly on coming rains and snow@land d 
Worse yet, if rain, and lots of it, does not fall b4fere est 
tween now and Christmas, conditions will be rMPgainst § 
for a return of the terrifying days characteristic? fore, a 
our “dust bowl.” Another bumper crop is needed ings — 
replenish our granaries, to help feed Europe algetsus $: 
to help bring prices down, but a bumper crop no's finan 
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~ems out of the question though, weather cooper- 
ating, we Still can have an average crop. 

This season, farmers harvested over one billion 
yshels of winter wheat, and the total wheat crop 
ig estimated at 1.40 billion bushels. If the drought 
‘Bin the Southwest is not soon broken, wheat produc- 
tion might drop more than 300,000 bushels and such 
aloss would eliminate most of the margin readily 
wailable for export next year. It would not only 
require drastic revision of our foreign aid program, 
as far aS wheat exports are concerned, but might 
result in considerable tightening of the domestic 
supply situation and a renewed strong upsurge in 
wheat prices with all that this would imply. 

We are familiar with the far-reaching conse- 
quences of our short corn crop this year which 
iropped to 2.4 billion bushels from 3.2 billion bushels 
in 1946. A short wheat crop next year would be 
pound to be felt even more incisively. The world 
food outlook for 1948 depends on our winter wheat 
mop; the world food situation in turn will impor- 
tantly determine the degree of political and economic 
ability we shall see abroad. Continued poor crop 
sather at home thus potentially can cause real 
fouble. A small U.S. wheat crop is bound to spell 
meater problems in Europe, probably higher prices 
it home. Even excellent European crops could only 
ially moderate this prospect, and the European 
mop outlook is none too promising. 

In short, the main problem today is not so much 
ww much food we have for the coming winter, but 
how much we shall have for the 1948-49 winter. 
is year’s harvests are known, leaving merely the 
matter of allocation. The big question is how much 
ill be available for the following winter. 


Outlook for Grain Prices 


In view of the pressing demand and the prospect 
e progof a sharp reduction in American grain supplies, it 
soakg@stands to reason that any decline in prices for farm 
/ mailgeommodities is simply not in the cards. No price 
\ormagdrop seems possible before 1950, if then, for export 
d anigmarkets will likely absorb considerable quantities of 
yy dygur production for some time to come. And shorter 
ularlygctops may wel] mean higher prices, spelling main- 
ne buigtenace of high farm income in 

cropsgthe foreseeable future. 























Production of Major Crops 
(Millions of Bushels) 

Average Estimated 

1936-45 1946 1947 
Corn . . 2,639 3,288 2,403 
Wheat 890 1,156 1,409 
Oats ... 1,161 1,510 1,227 
Barley __ 287 263 2% 
Hay tons) 94 101 102 
NIMC nd 118 197 161 
LON OC! Roe trnete ere 25 23 40 
Potatoes .... 376 476 368 








mated at $22 billion as against $19.9 billion in 1946 
and only $5 billion in 1940. Real estate holdings were 
valued at $58.6 billion against $52.1 billion at the 
beginning of 1946 and $33.6 billion in 1940. Total 
assets in this balance sheet of American agriculture 
thus amounted to $110.7 billion against $98.3 billion 
and $53.8 billion respectively. Liabilities, consisting 
of real estate debt and other debt, were estimated 
at only $8.4 billion compared with $7.8 billion and 
$10 billion, respectively. This leaves a net worth of 
fully $102.3 billion, an increase of $11.8 billion over 
1946 and $58.5 billion over 1940 and more recent 
data are bound to show further substantial improve- 
ment. 

These figures speak an eloquent language of the 
tremendous betterment that has occurred in the 
financial position of American agriculture. It is not 
lost on American business, more anxious than ever 
to cater to the rich rural markets that hold promise 
of bigger sales than at any time. And the farmer, 
they have found, is spending, though his fancy 
runs more to “solid” things that make his farm 
more productive, more efficient, more livable, and 
farm work less onerous. The heavy demand for farm 
implements attests the farmer’s desire to produce 
more efficiently, to make their work less _ back- 
breaking. Last year alone, they spent approximately 
$800 million for new machinery other than tractors, 
about twice as much as their annual average ex- 
penditure for such machines in 1935-39. It is almost 
twelve times as much as they spent in the depression 
year 1932. The trend away (Please turn to page 209) 





hoveg Thus far in 1947, American 
1 off-flarmers have taken in more 
overgidllars than at any time in 
history. Their cash receipts 
from marketings are estimated 


GROSS FARM INCOME: NET INCOME AND 
PRODUCTION EXPENSES OF FARM OPERATORS, 


UNITED STATES, 1910-47 * 
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‘0 come close to $30 billion for 

he full year, highest on record 
seve’ a considerable margin and 
‘luding21% above 1946, reflecting the 
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vil angie farmer is truly doing well. 
in pwghat’s more, he is spending 
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devicaensibly, and saving a lot. L 
At the beginning of 1947, 
ash holdings (money and de- 
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fall byFere estimated at $15 billion 
be rimpgainst $13.5 billion the year 
istic @efore, and his holdings of U.S. 
eded @avings bonds at $5.4 billion 
pe amersus $5.0 billion. Altogether 
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By E. K. T. 


CAMPAIGN for changes in federal labor legislation 
isn’t moving entirely in the direction of liberalization 
despite the energy being exerted by unions to accom- 
plish that result and the impression created by news 
stories that whatever changes are made will be in 
line with “softening” the Taft-Hartley Act. One of 
the sponsors of that law, Rep. Fred A. Hartley, Jr., 





WASHINGTON SEES: 





Congress is embarking upon an ambitious fiscal 
program which calls for simultaneous aid to Ev- 
rope, tax reduction and payment on the national 
debt. Such a financial triple-play would be con- 
sidered merely idealistic only one year ago, yet 
it is a distinct possibility. 

Key to it all is the fact that government rev- 
enues have been standing up very well and the 
economies effected in the first session of the 
80th Congress are coming in handy. 


It has been the general impression that foreign 
aid has been “going on the books” to be paid for 
out of some nebulous fund or funds. Fact of the 
matter is that taxes and other revenues have been 
exceeding all outlays, including those for Euro- 
pean relief. 

The tax-reduction bloc of the GOP is deter- 
mined to link tax slash with long-range (Marshall 
Plan) foreign relief, make the latter give way to 
the former if necessary. But those leaders don't 
believe it will be necessary to prune international 
budgets sharply under the new tax proposals; 
they have predicted right along that the net re- 
turn to the Treasury would be about the same, 
taking into consideration the shot in the arm that 
industry and production would get from the in- 
centive of tax relief. 


Democratic leaders say the program is un- 
realistic and they will oppose it. But they will 
have fewer supporters in their own ranks than 
they corraled earlier this year when they couldn't 
stop the Knutson Bill on Capitol Hill. And Presi- 
dent Truman is not as likely to chance a veto this 
time as he was last spring. 





















t< She Ree ees 


oe eee 











has wound up a speaking tour in which he has beg 
gathering support for “right to work” amendment 
—protecting workmen against interference by a 
ganized groups. Other possibilities are abandonma 
of overtime pay for work in excess of 40 hov 
weekly. And service trades, laundries, etc., will dri 
hard for repeal of the wage-hour law. 
LONE DISSENT, by Matthew Woll, from the recom 
mendations of the Magill tax study committee hg 
pointed up their controversial features so sharp 
as to make it a safe forecast that congress not onl Q 
will sidestep the report as a unit but also will ste@\e 
clear of most of its individual suggestions. W 
placed his and other labor groups on firm ground fi 
a campaign to show that, while presented as a ge 
eral tax reduction method, the Magill Report is ¢ 
sentially for aid to large taxpayers. The current co 
gress rejected that approach when formulating tl 
Knutson Bill, isn’t likely to switch and invite mo 
resistance. 
ELECTION RESULTS this month, added to findings 
national and regional polls, have GOP headquarte Ne) 
here in a tailspin. Last year’s landslide for the 
publicans brought over-confidence, but it’s evapors *e) 
ing. Minimizing the Kentucky governorship, whi 
went back to the party usually possessing it, a 
granting that no national officers were elected, f 
eral issues and personalities still were numerous. 
instance, Senator Capehart and Rep. Halleck, G{ SS 
strong men injected themselves into Indiana rae 
and were rebuffed. Senator Taft called for electi S 
of a republican governor in Kentucky to launc 
national “trend,” and he lost. \2 
SPEAKER MARTIN is coming to the forefront as\\™ 
8 
uy, 




























































































publican “strong man” in congress, a ranking 
hanced by his action in forcing the tax reduct 
enthusiasts to stand by until interim relief for 
rope has been disposed of. It was a task requi 
genuine leadership, for the Knutsonites are num 
ous and articulate. In the first session of the curr 
congress, the Speaker of the House was oversh 
owed by his counterpart on the other side of 
Capitol, Senator Taft. The senator’s political st 
is believed to be dropping and his coattails dd 
seem as attractive today. His speaking tour is bla 
Martin knows he can’t get the Presidential nomi 
tion, wouldn’t give up the speakership to become \ 
President. He’s sticking to his own job. 
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Certainty that the incoming special session of 
AA VY) Congress will not remain within the agenda hopefully 

e drafted by President Truman is putting the Luckman Food 
Committee on a day-to-day basis. Many expect it to fold up 
between Dec. 1 and 15. A report will be submitted, recom- 


7 / mendations made on a broad general scale and the ball will 
GC. CG be tossed to the Harriman Committee and the old-line 


agencies, say the forecasts. 





































































P Fear of congressional investigation, inspired 
hes by poultry and storage operators, numbered the days of the 
committee. It was not that any wrongdoing would be un- 

covered; reason was that errors of judgment, lack of a well- 
charted course, would throw the food conservation program 
into an acrimonious fight, divert attention from the goals. 
President Truman caught many of his highest administrative aides off guard 
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confidence. Belief was growing that there would be no special convocation and that 
thought permeated agencies. Now there is a mad scramble to assembJe data congress 
may want, have it ready in time. 











The fact that press and public rejected the plea of Secretary Marshall that 
they drop the word "Plan" from descriptions of his aspirations for European relief 

is deeply regretted by the State Department. The Secretary never claimed to have a 
plan; what he was seeking was data upon which one could be constructed. Congress will 
emphasize there is no plan -- and large share of the public is likely to consider that 

a disclosure. 
































The shadow of November 1948 is hanging over the preliminary skirmishing on 
Capitol Hill, delaying decisions, causing changes of pace and bringing into play 
all manner of political maneuver. Each party shows clear signs it is going its own way 
on both foreign and domestic issues. 

















Conscious build-up by W. Averill Harriman of his personal and departmental 
prominence is giving support, to the notion that he aspires to the democratic vice 
presidential nomination next year. He has been mentioned prominently, currently is 
regarded by Washington political observers as running neck-and-neck with Defense 
Secretary James V. Forrestal. 
































For the next few months, at least, he will be more actively identified with 
the economic committee that bears his name than with the Cabinet portfolio and depart- 
ment -- Commerce -- which are his. It was Harriman who called to Washington as 
consultant on possible price controls, James F. Brownlee, former deputy to Chester 
Bowles. That, despite the fact that food matters are under the Department of Agri- 
culture and the Harriman Committee isn’t even official. 
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On a more official plane, Harriman is bringing the Commerce Department to 
the fore as the proper agency to handle relationships between government and private 
industry. It's a natural function, he insists; and there is some merit to his contention 
because bureaus which pre-empted the field in wartime have shut their doors and moved on. 














This prominence in domestic affairs (provided, of course, it does'nt back- 
fire), is but one of the arguments being put forward in Harriman's behalf. Others 


include his diplomatic service at important posts, his Cabinet status, his New York 
State residence (a major help to any democratic nominee), and his probable reception 
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by many democrats who think their party is veering too far to the left. However, with 
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the exception of diplomatic service, all of these things can be said equally for 
Forrestal. 











The man who should know best -- the United States Public Printer -- insists 











to roll out food ration books. Reports that such is the case have been published, 
chiefly in the west, and uttered orally over radio networks. 





The Public Printer (A. E. Giegengack) handled the huge wartime job only by 
calling upon scores of commercial printers throughout the country to turn their 
facilities over to the task. That, in itself ,suggests how huge the project would be, 
how time consuming. Without taking a position on food conservation or foreign aid, 
Giegengack prayerfully hopes rationing won't return! He has his own adequate reasons, 



































The U. S. Treasury can't do anything about the high prices of used cars, but i 


determined to obtain its fair share of the profits made on the deals. With that in 
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mind, the Bureau of Internal Revenue has instructed every Collector in the country to 
make a special project of tracking down the tax on the fortunes, large and small, which 
have come into existence in used car sales operations. 

















The order followed an investigation, confined largely to the eastern 
states, which showed a wide spread between the amount car owners received on "turn ins" 
and the amount the second-hand dealer mulcted from the next owner. The methods and price 
ranges have been digested and copies sent to every Collector. 











How times have changed! Not so many years ago, the mere suggestion that a 
reciprocal trade agreement was to be negotiated with a foreign country would be a call 
to arms, pitting political leaders against one another -- even sections of the country 
would come to oratorical arms. But almost unnoticed this month was the signing of such 
deals with not one, but 16, other nations. Effective Jan. 1, they'll cut tariffs up 
to as much as 33 per cent. 
































Also: not many years ago, beverage industries were finding a problem of dis- 
posing of useless residue of their operations. Now, with accent on less production, 
as a means of conserving grains, distillers are pointing to feed value of their "left- 
over," and brewers are pointing to the brewer's yeast, plus some feedstuffs that are 
drained from their vats. 














Not, to be outdone, especially in an era when the product is rapidly moving 
up from the breakfast table to the diplomatic table, coffee growers are pointing the way 
to save the equivalent of one per cent of this country's corn production. It's simple: 
use more coffee and convert the pulp which now is a mill waste, into feedstuff. 
Technicians of the United States and El Salvador agree it is feasible. 














The widely-heralded program for a huge Alaskan newsprint producing industry 
isn't catching on. The cost -- it has been estimated as high as 45 million dollars for 
initial plant and necessary community construction -- is the major obstacle. But there's 
another -- politics, in the sectional sense. 























Congress favors development for the Tongass National Forest in Alaska for 
this purpose, has passed legislation to place woodlands on sale at attractive prices. 
Alaska, of course, wants it. The publishers of the United States, scraping along on 
insufficient tonnage, saw it as their salvation. But the capital must be privately 
raised, and the risk is great. 
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MOST LIBERAL DIVIDENDS ¢ 


4 By PHILLIP DOBBS 


Wat counts most with investors is the size 
of their dividend checks. With this in mind, share- 
holders in every concern scan reports of interim or 
annual net earnings for clues to improved potentials. 
But even these yardsticks prove unreliable because 
of factors not always clear to the casual observer. 

Variations in company problems and policies, gen- 
eral conditions in the economy, and divergent pros- 
pects for the various industries can easily affect the 
thinking by directorates when the question of divi- 
dends comes up. Just how large a share of reported 
earnings may be distributed to hopeful stockholders, 
accordingly, is not always easy to estimate. It is, 
however, interesting to study the record of many 
concerns for evidence of dividend liberality or nig- 
gardliness, and by weighing this factor against 
fundamentals, to gain a clearer idea of expectancies. 


The Composite Picture 


Figures compiled by the Federal Reserve Board 
provide a year by year picture of total corporate 
earnings and dividend distributions for a long time 
past. As this over-all performance in some respects 
reveals how known economic conditions have tended 
to affect the percentage of net earnings passed 
along to shareholders at different periods, the statis- 
tics invite examination. To assist the reader along 
this line, we append a chart showing the proportion 
of net earnings paid out to shareholders during the 
1939-46 period by all corporations as a group. As 
this interval includes the early stimulus of war con- 
ditions, the full impact of military production, as 
well as conditions in the first full peacetime year, 
the picture carries significance. 

In the course of the eight years under review, the 
corporations earned a total of approximately $71.7 
billion dollars, of which shareholders received almost 
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exactly half, or $35.8 billion in 
the form of cash dividends. But 
while annual earnings and divi- 
dends generally trended upward 
during the period, the former 
climbed a good bit faster than 
the latter. Because of this circum- 
stance, the percentage of net 
distributed tended to decline, al- 
though along no definite pattern. 
In 1939, before we got into the 
war ourselves, share- 
holders received 76% 
of the net earnings, 
the proportion shrink- 
ing rather steadily 
thereafter until 1943, 
when the percentage 
stood at 43%. During 
1944 and 1945, as the 
war neared its close 
and many concerns 
had accumulated rec- 
ord working capital, 
the proportion rose to 
51% and 538% respec- 
tively. In the face of 
all time peak net earn- 
ings in 1946, the 
shareholders’ portion 
was shaved down to 
44%. 

This latter incident 
is interesting because it reflects the economic, social 
and political disturbances at home and abroad last 
year; talk of a business recession in 1947 plus in- 
creasing needs for more working capital induced 
many managements to hoard a larger share of net 
earnings. Going back to the boom days of 1929, 
when over-confidence reigned, it is significant that 
corporations in that year treated their shareholders 
to a 69% portion of net earnings. 


2 





Policy of Caution 


At present, it looks as if managements were taking 
to heart the lessons learned in former periods of ex- 
treme industrial activity, or at least proceeding with 
great caution until the near term outlook becomes 
better clarified. In other words, shareholders gener- 
ally must not be misled by reported large net earnings 
into expectation that a normal proportion of them 
will be forthcoming as dividend distributions. 

While the above comments hold good for dividend 
potentials as a whole, a breakdown of the picture 
into various industrial groups and some of their 
components brings to light divergent records well 
worth noting. Since additionally, a huge number of 
concerns now enjoy the strongest financial status 
in histry, dividend stability, or even improvement, 
may become more widespread than ever, regardless 
of anything except a major upset in business condi- 
tions. That is to say, this optimism might become 
realistic even if a moderate recession sets in, for 
regardless of a possible downtrend in earnings, 
many managements could afford to reverse their 
current policies and release a large portion of net 
to their shareholders without endangering corporate 
financial stability. In this connection, it is interest- 
ing to note that on a composite basis in every year 
from 1930 to 1938, inclusive, aggregate corporate 
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Long Term Ratios of Dividend Payments in 
Relation to Net Earnings 





°%, of Common Earnings Paid in Cash Dividends 































































































































































































1936 ©1937 1939 1941 1945 1946 

Automobile Accessories: 

Borg Warner 63.0% 69.0% 55.6% 62.5% 41.6% 43.6% 

Briggs Mfg. nnn ~ 76.0 84.0 1150 79.5 65.3 89.0 

Standard Steel Spring... 160.5 96.5 90.5 34.8 20.8 46.4 _ 

Timken Roller Bearing... 97.8 11.2 83.0 89.5 90.2 82.6 
Automobie Manufacturers: a 

Chrysler Corp. .. 845 86.0 59.0 65.1 348 48.5 

at in... | 955 558 464 288 54.5 

General Motors... 84.1 85.5 86.2 84.3 73.6 127.5 
Building: : a 

1 SPREE Oe Nil 2B. 7 +#WNil 44. 0 1155 24 Oo” 

| aR _ 85.6 66.7 47.5 42.6 67.6 44.2 _ 

Johns-Manville _. 83.0 82. Oo 63.4 45. Oo 57. = 59. 4 

Lone Star Cement... 83.0 885 880 925 77.0 718 
Chemicals: ares ee 

~ Air Reduction... 89.5 _ 105.0 76.0 oa ~ 66. 0 105.0 

Columbian Carbon ...... 77.0 78.0 846 71.5 69.8 48.5 

Dow Chemical... 53.0 860 45.1 42.0 68.0 32.5 
__ DuPont de Nemours.......... 81.0 86.0 915 4.1 83.5 74.3 
Distillers: al eee 

National Distillers 00... 72.0 71.1 58.4 4 __ 57. ma = 38. 6 284 

Schenley . 53.0 59.7 Nil 19.3 17.7 13.7_ 
Drugs: : Re 

Bristol Myers _.........-.. 78. 5 8, o 69.0 — 7 5 66.0 49.0 

Parke, Davis... «93.297 95=L2 97S 82.03 
~ ‘Sterling ‘Drog — ree ad -. 813 796 726 765 59.6 53.0 
Electrical Equipment: _ pte ae 

General Electric - 15S 100. 0 98. oO 70.8 79. o- _ 107, ry 

en oe 62.2 64.7 580 47.0 565 39.3 

Westinghouse Electric... 97.0 80.0 675 69.5 49.3 15.4 
Food: ; ; an os 

General Foods... 83.0 114.0 80.1 780 680 61.8 

Standard Brands... 93.8 1095 865 92.6 55.0 43.2 
House Furnishings: eo ., ae ei. a 

_ Bigelow-Sanford ........ 62.5 271.0 15.5 666 845 56.6 

| "Ree 85.0 78.2 83.0 66.0 535 39.4 
Machinery—Farm Equipment: i 

Allis Chalmers __...... | .*) 79.0 60.0 465 603 - 
~ International Harvester... 43.4 63.5 302.0 51.0 68.0 77.0 
Machinery—General: ts = a 

~ Fairbanks Morse .. . 33.0 575 364 515 57.7 49.0 

Ingersoll Rand . = 5 61.0 _ 100.0 85.5 _ . 4 75. : 

:j > * ao . 842 670 674 505 53.6 36.4 

~ Worthington Pi Pump: & iMchy. Nil Nil — Nil Nil 25. 6 18. 8 
Milk Products: i ii ae 

Borden i nenennnnmenennee 887 UNS 77.5 748 63.2 48.7 

~ National | Dairy rag 7 78. 5 = ee 40. 5 =" OLS 40. 8 
Motion Pictures: : - 

Loews bate: 520 885 465 489 542 41.0 _ 
_ Twentieth Century-Fox... 56.3 60.8 63.3 Nil 47. : 50. 8 
Office Machines: ioe ; eae : 

Burroughs .... ——rs 86.0 91.0 74.0 160.0 137.5 
__Intl. Business } Machines... te _ 73.0 58.5 57.4 : 57.4 63.1 45. Ee 

National Cash Register... 57.0 52.0 90.1 625 94.0 60.7 
Oil: 
~ Barnsdall on ime OS Ce US MS 
Gulf Of ne 258 28.6 59.2 40.6 = 40.3 39.0 
__ Humble Oil wee 40.5 384 60.1 51.0 38.1 40.7 

_ Skelly Oil .. —— i MF TF Me i RA 

~ Standard Oil a California 67.0 63.1 798 £655 47.0 448 

~ Standard Oil of N.J..... 53.6 44.4 383 486 444 47.5 
Paper: ay aaa a mea 

_ Champion Paper & Fibre... 42. . 114.0 — 45 21.4 46. Pe cz 4 

~ International Paper .. ey Nil Nil Nil Nil Nil __ 38. 3 

~ Kimberly-Clark 0... 57.0 55.4 41.6 478 60.7 31.8 














188 


dividends actually exceeded total net earn- 
ings, thus permitting investors to live on 
accumulated “fat” to some extent. 

In order to compare the record of numer. 
ous large companies in different groups for 
dividend liberality in comparison with their 
annual net earnings over a period of years, 
we have selected and tabulated 23 industries, 
each represented by _ several outstanding 
units. We have limited the number of years 
involved to six in the 1936-46 period, each 
selected because of the particular signifi. 
cance of conditions then prevailing. To sim- 
plify matters, all the figures shown are 
based upon percentages of net earnings dis- 
tributed as dividends. 


Individual Patterns 


In examining this table, the policies of 
different industrial groups sometimes will be 
seen to follow individual patterns as to divi- 
dend liberality or conservatism, while in 
others marked divergence at the company 
level is quite apparent. As previously pointed 
out, the use of percentages of net income has 
little bearing upon total net earnings or per 
share dividends, so that weight must be ac- 
corded to this fact. What we are mainly 
attempting to uncover is the varying status 
of individual companies for enhanced divi- 
dend potentials, considering many factors 
that currently color the picture. 

Scarcely more than a cursory glance at the 
tables is needed to see that a very large por. 
tion of the companies listed retained an un- 
usually large portion of their net earnings 
in the business last year as well as in 1945. 
As regards 1946, the over-all average of 50% 
distributed by American corporations cited 
earlier in our articles provides an interesting 
basis for comparison. As a group, companies 
in the tobacco and railway equipment indus- 
tries rather consistently distributed a larger 
share of their earnings than other segments 
of the economy last year. Every one of the 
eight concerns in these two categories paid 
out at least 54% of net, most of them a much 
larger percentage, and in the case of U.S 
Tobacco 118%. 

As the table indicates, however, the rela- 
tive stability of the tobacco business and its 
highly mechanized operations have tradition- 
ally permitted distribution of a generous 
share of earnings. Compared with other 
years, most of these tobacco concerns were 
inclined to retain a larger share than usual 
in 1946, probably because of higher inven- 
tory valuations. Since volume and net earn- 
ings of this industry are holding fairly well. 
there seems room for increased dividend 
liberality with all the concerns in this group. 
excepting perhaps U.S. Tobacco. 

As for producers of railway equipment, 
the exceptionally bright long term outlook 
for this industry is encouraging but indi- 
vidual company problems vary radically. 
Time tested Westinghouse Air Brake, it 
would seem, could rather easily afford to be 
more liberal with its shareholders than in 
1946, and the same thing holds true for 
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American Brake Shoe Co. While American 
Locomotive has a backlog of around $90 
million, it has cost about $20 million to ad- 
just its production from steam to diesel loco- 
motives, thus clouding the prospect for in- 
creased dividends. American Car & Foundry 
Co., too, probably paid out about as large a 
share of net earnings last year as circum- 
stances warranted. Though orders aggregat- 
ing a tremendous amount are now on its 
books, higher costs and shortages of mate- 
rials are still proving an adverse factor. 
Conditions both last year and this among 
the department stores and mail order houses 
have been in such a flux that it is not sur- 
prising to find most of them reluctant to 
pay out more than a modest proportion of 
earnings in relation to policies of former 
years. The creation of substantial reserves 
against inventory values, the inroads of 
markdowns and rising costs have made them 
overly cautious, although dividends per 
share have been held at satisfactory levels. 
Now that operational problems have tended 
to diminish and since sales gains still favor 
many of the large concerns, it is not un- 
likely that some like R. H. Macy, Montgom- 
ery Ward and Sears Roebuck may increase 
their dividend disbursements in due course. 


Rubber Manufacturers 


Considering the tremendous strides made 
by all of the leading rubber manufacturers 
since the beginning of war years, they do 
not appear to have been any too generous 
in sharing their expanded earnings with 
stockholders. Though the record of Firestone 
in this respect is better than that of the 
others, a steady downtrend in the percentage 
of profits going to stockholders is apparent. 
Firestone enjoys an impressive record for 
dividend stability, however, and its per share 
dividend rate currently is higher than for 
years past. As supply and demand in this 
industry are now nearly balanced, 








~ Scott : Paper .......... 
| Railway Equipment: 


| Retail—General Mdse. 


| _ May Dept. Stores... 


Montgomery Ward ...... 16.5 143.5 25.5 50.0 485 31.8 
| Sears Roebuck 67.0 985 645 670 698 41.5 _ 
‘Steel: i RNS ee. ee 
Bethlehem nnn 72.0 65.6 26.2 64.3 63.3 51.0 


2) =e 


(a)—Paid $1.60 on a reported deficit $.06. 








Long Term Ratios of Dividend Payments in 
Relation to Net Earnings (Cont.) 

°%, of Common Earnings Paid in Cash Dividends — 

- 1936 1937 1939 194119451946 

a 128.8% 70.5% 69.5% 17.5% 96.0% 88.5% 








American Brake Shoe... 88.0 85.0 52.3 62.0 66.0 57.1 
American Car & Foundry... _ Nil (b) Nil Nil 545 57.2 _ 
American Locomotive ......_ Nil Nil Nil Nil 415 545 


~ Westinghouse Air Brake. 105.0 112.0 72.0 92.0 5 57.4 


40.5 45.0 20.7 


_ Grant, W. Ti. 33-8 86.0 56.5 
Kress, S. H... ae 


: wows 87.0 69.5 83.0 80.5 75.0 77.1 
Woolworth, F. W. 


71.5 70.0 795 745 660 51.1 
Retail—Mail Order & Dept.: a _ aaa ie 
~ Allied Stores _.. . Ni 208 °£4x\Nil Nil 32.0 212, 
“Macy, Ro He 65.3 (109.0 85.0 119.0 58.5 52.0 


545 1065 840 79.9 56.0 362 


uw 540 426 249 41.6 59.6 35.4 
Nil 125 Nil 384 = 106.8 == 55.0 _ 
‘Youngstown Sheet & Tube Nil 48.0 Nil 33.0 48.5 35.3 
li a aie RS aed enact 
— Burlington Mills ......~—SsNil. = 57.2 38.1314 47.6 34.0_| 
Cannon Mills nn 92.5 66.5 62.0 63.5 30.8 10.9 
Celanese Corp. of America 66.5 110.0 13.6 62.0 70.7 38.1 
ayon 91.5 572.0 42.0 82.5 765 28.7 
(ce) Nil 74 49.6 19.7 


National Steel ........... 











Industrial Rayon . act 


© Pacific Mills men 415 (e) Nil 
Tire & Rubber: 























Firestone Tire & Rubber... 42.6 60.0 49.3 344 33.6 28.4 
_ Goodrich, B. F, 28.0 (e) = 28.4 = 39.8 = 28.7 25.4 
U.S. Rubber. SOCNil =i =~ Nil. = 41.0 45.0 29.4 
Tobaccos: — nn eB a ae 
American Tobacco... 135.0 99.5 98.0 98.2 88.3 54.6 
~ General Cigar 130.5 107.0 157.0 805 93.5 63.5 
Reynolds Tobacco .......... 102.0 104.5 90.0 90.5 = 86.5 67.0 _ 
_U. S. Tobacco... 121.0 114.0 99.5 95.1 17.7118. 


(b)—Paid $.25 on a reported deficit $2.12. 
(c)—Paid $1.50 on a reported deficit $5.24. 
(e)—Paid $1.00 on a reported deficit $2.71. 

















conservative dividend policies prob- 
ably will rule until future conditions 
become better ascertainable, despite 
prospects that 1947 earnings will be 
exceptionally good. 

In studying the tables, it is im- 13 
portant to realize how frequently the 
tatios shown are in inverse propor- 
tion to earnings gains and declines. 
In other words, during prosperous 
periods a smaller portion of net 
usually goes to shareholders, while 
the reverse is true in bad times. In 
respect to the textile industry, for 
example, this is brought out clearly 
by the small percentages of net al- 
lotted to dividends in 1946. All of the 
companies in this group experienced 
record prosperity last year, but 
though their distributions were gen- 
erally enlarged they could theoreti- 
tally have been far more liberal. 
Though Cannon Mills’ net earnings 
were nearly four times the average 
for many (Please turn to page 215) 
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Third Quarter 
Earnings Appraised 


—WITH COMPOSITE PICTURE OF 
1947 CORPORATE PROFITS 


By H. F. TRAVIS 


7 rising tide of corporate earnings state- 
ments for the third quarter decidedly reflects the 
breadth and substance of the current industrial 
boom. Company after company, in various forms of 
enterprise and often regardless of size, apparently 
is holding or extending earnings gains achieved in 
earlier interim periods. As always happens, there 
are a good many exceptions to the rule; the lag- 
gards are plentiful in number. But by and large, 
when income statements for the year to date are 
scanned, most of the individual showings, on their 
face at least, are heartening to shareholders. 








Corporate Sales and Profits Before and _| 
After Taxes, 1947 | 
_(Millions of dollars) 


Corporate Corporate | 
Profits Profits 

Corporate Sales before taxes aftertaxes | 

Istqtr. 2ndqtr. Istqtr. 2nd qtr. Istqtr. 2nd qtr. | 

All industries, total... 71,600 73,641 7,139 6,874 4,286 4,158 : 

Mining woe WAI9 1,528 178 196 —:129—« AL 
Manufacturing ...............39,908 40,563 4,308 4,110 2,567 2,461 
Metal Industries ..... 13,468 14,256 1,457 1,364 845 796 
Other Manufacturing 26,440 26,307 2,851 2,746 1,722 1,665 
Wholesale & Ret. trade 21,141 22,229 1,205 1,161 711 685 


Finance, insurance and 
real estate nS SOO Tn enya 453 463 283 289 

Transportation ............ 3,425 3,506 254 277 138 169 

Communications and 
public utilities 


2,210 2,085 404 312 246 190 














All other industries... 3,497 3,730 337 355 212 223 
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Indeed, hope seems 
strongly warranted, that 
total corporate net earn- 
ings for 1947 may reach 
$17 bililon or more, a ree- 
ord peacetime peak, com- 
pared with around $12 bil- 
lion reported for 1946, 
Since the Department of 
Comerce has_ estimated 
aggregate earnings of $8.7 
billion in the first half for 
the corporations, the up- 
trend in the third quarter 
supports predictions that 
the full tally for 1947 will 
more than double the 
showing at the half way 
mark. 

So many new factors 
are entering the economic 
picture, however, that con- 
siderable caution should 
be employed in accepting 
the figures superficially or 
with undue enthusiasm, 
for managements in every 
direction are having to 
contend with abnormali- 
ties that invite close study 
and tend to prescribe 
bookkeeping adjustments. 
As more widespread poli- 
cies along these latter 
lines are likely to affect 
final quarter and full year 
earnings, it is just as well 
to weigh some of the illu- 
sionary characteristics of 
current earnings reports 
to understand more clearly 
what is behind the figures. Added significance is 
lent to such study because, while executives gen- 
erally recognize the potential impact of forces now 
beginning to show their head, steps taken to meet 
them have varied markedly. 


Inventory Windfalls 


For one thing, during the entire postwar period 
thus far, non-operating profits in many cases have 
been steadily swelled by inventory profits occasioned 
solely by the spiralling of prices. In innumerable in- 
stances these involuntary increases in inventory 
valuations have temporarily offset the rise in oper- 
ating costs and then some. Unless price trends level 
off before long, these abnormal profits may continue 
to color the earnings picture for a while, thus creat- 
ing a false impression of the true earnings power 
of this or that concern. Worse yet, should a price 
decline set in, revaluations of inventories can shave 
profits down very fast if substantial quantities of 
high-cost stocks are held. To some extent the LIFO 
method of accounting (Last-In-First-Out) tends to 
stabilize profits, but under certain conditions, its 
alleviating effect frequently falls short of the mark; 
and under current and prospective conditions, this 
may be the case. 

To illustrate how much these theoretically non- 
recurrent profits can place earnings power in a 
rather fictitious light, let’s look at what the Depart- 
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ment of Commerce figured out about it for the year 
1946. According to their analysis, inventory profits 
last year accounted for $4.7 billion of the total 
corporate net earnings of $12.2 billion reported, or 
38%. Had allowance been made for this significant 
fact, the net showing would have been less than for 
1945, though 1946 commonly was hailed on all sides 
as a banner peacetime year. As yet, of course, it is 
too soon to assemble figures bearing upon involun- 
tary profits piled up during the current year, but 
since price trends have been upward, it is clear that 
something very much of the same kind has helped 
to swell earnings. All of which is not to deny that 
profits as reported are quite real but rather to point 
out their somewhat deceptive aspects in studying 
the progress and potentials of different companies. 
In reporting interim net earnings, some manage- 
ments this year have gone so far on the conserva- 
tive side as to set up reserves closely equal to their 
inventory profits as a preliminary deduction. Many 
others have set aside huge sums for the same pur- 
pose, but without revealing the yardstick employed. 
Others, and these include quite a long list, appar- 
ently have done little or nothing of this kind, but 
may do so in the final quarter. 


High Replacement Costs 


A second and perhaps even more important factor 
in the earnings picture is the high cost of replacing 
plants and equipment, and the discouraging rise in 
construction costs of 


problem is something worthy of close study in ana- 
lyzing interim reports, especially when it comes to 
establishing dividend potentials. In many cases it 
may seem questionable if per share net has ade- 
quately allowed for replacement outlays looming up. 
In such instances, it could well develop that earn- 
ings have been over-stated. On the other hand, a 
good many conservative concerns, in attempting to 
solve the problem, have set aside abnormally large 
amounts that may never be distributed in the form 
of dividends. 

We have appended herewith a tabulation of thirty 
large concerns, selected in part because their third 
quarter reports are sufficiently comprehensive to 
show operating margins. This permits comparisons 
of this factor, along with net earnings per share, 
not only with the previous quarter but for nine 
months periods as well. An interesting basis for 
study is thus provided in attempting to uncover 
trends that may be developing, although until de- 
tailed annual reports become available a few months 
hence, the comparisons are not as reliable as might 
be desired. Year end adjustments could make a lot 
of difference. 

Though the group of companies tabulated repre- 
sents more than twenty industries, certain overall 
aspects are of interest. For example, 82% of the 
companies show gains in net earnings for nine 
months compared with the same period last year, 
but only 37% in the third quarter achieved a gain 
over the second quarter (Please turn to page 209) 
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Affording Tax 


ae Al duantages 


By FREDERICK K. DODGE 


Wiynin a few months now, as tax 
conscious investors are well aware, the annual 
ordeal of figuring out how large a sum is due the 
income tax collector will loom up. In the process of 
scraping the bottom of the barrel for deductible 
items, we suggest that taxpayers scan the slips that 
have accompanied their dividend checks during 1947, 
for quite often a portion, or even all, of such funds 
received from a company may be exempt from in- 
come tax, or partially so. 

Contrary to the general rule that dividends are 
taxable, there are noteworthy exceptions, often un- 
suspected and usually varying from quarter to 
quarter As these tax advantages can prove decidedly 
valuable to income tax payers in the higher brackets, 
and the reasons for their existence is frequently ob- 
scure, it may seem constructive for our readers to 
gain a better understanding of the situation. 

More often than not, dividends in the non-taxable 
class stem from concerns engaged in mining or in 
the production of oil and gas. This is because in the 
process of extraction, the supply of ore, crude oil or 
natural gas is steadily being depleted. As large sums 
of capital have been invested to acquire and develop 
the properties, proceeds from sale of their output 
very rationally must include not only the profit 
from operations but proportionate amounts of the 
original investment capital as well. 

To provide for this inevitable result, companies in 
these fields take pains to set up liberal reserves for 
depletion, but this process only tends to build up 
large cash balances that cannot be reinvested to re- 
place the raw materials removed, as would be the 
case if the problem involved only worn out plants 
and equipment. 
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In recognition of the dilemma of how to return to 
shareholders these surplus funds without subjecting 
them to unjust taxation, the Treasury Department 
rules permit their distribution as a “return of capi- 
tal,” rather than as earnings, thus rendering them 
free from tax liabilities. This broad explanation, as 
might be expected, is subject to a multiplicity of 
‘ifs and ands” in the tax law, that need not be 
elaborated in our discussion. For one thing, the rates 
allowed for depletion vary among different indus- 
tries and their components. To complicate matters, 
profits accrued before the passage of the income tax 
law in 1913, either by an existing company or its 
predecessors are considered non-taxable, but only 
under certain conditions. Suffice it to say, that the 
tax experts of the mining, oil and gas companies 
know their jobs and as a result of close contact with 
the Federal authorities are able to figure out peri- 
odically the per share allotment of returnable capi- 
tal. In making dividend disbursements, the company 
officials take care to advise their shareholders just 
what percentage of the sum mailed is exempt from 
income tax. Furthermore, that portion of the divi- 
dend derived from depletion reserves may be de- 
ducted from the cost of the stock. 


Varying Policies and Problems 


Company policies differ so radically and individual 
corporate tax problems are so variable from quarter 
to quarter that it is impossible to anticipate the 
amount or frequency of these special distributions. 
Hence they cannot be relied upon as a determining 
factor in the acquisition of this or that stock. Some 
of the large companies in the mining, oil and gas 
industries, favored with overly large working capi- 
tal very frequently take advantage of special tax 
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privilege, while others seldom or some never do so. 
In general, however, the miners of precious metals 
are more apt to tap their deletion reserves for the 
benefit of their shareholders than other branches of 
the mining industry, because their needs for work- 
ing capital are relatively modest. 

Another manner of gaining tax advantages 
through dividend distributions is through ownership 
of certain investment company shares. Quite a num- 
ber of the general management type of investment 
trusts as well as many of the open-end ones, have 
voluntarily subjected themselves to the provisions 
of the Federal Investment Company Act. This law 
permits a distinction between profits derived from 
the income of their portfolios and those obtained 
from the sale of securities. In such instances, the 
shareholder’s dividend check often includes propor- 
tionate amounts in both categories, and the issuing 
concerns take care to indicate the relative percent- 
ages or amounts. By this process the recipient of the 
dividend, in figuring his taxable income, can treat a 
portion of the disbursement as Capital Gain regard- 
less of the date when he acquired the stock. 

In other words, a taxpayer in the higher brackets 
can be assured that this special portion of his income 
will be taxable at an effective rate not exceeding 
25%. Despite the clear advantage indicated, it is 
naturally out of the question to determine in advance 
whether an investment company will make profits 
— securities sold in any given periods, or how 
much. 


Industrial Concerns 


Through the intricacies of the income tax laws, it 
sometimes happens that not only investment com- 
panies but industrial concerns as well are able to 
distribute dividends on which the shareholder need 
pay no income tax at all. Such circumstances, how- 
ever, must be rated as non- 


may have a bearing upon the income yields from 
these securties. In studying the situation from this 
angle, however, we repeat our caution that the ad- 
vantages may not recur, or if so will indubitably 
prove variable. 

To clarify the picture further, we will now briefly 
discuss some of the circumstances that led to tax 
advantages accruing to sharehelders in the concerns 
listed. Among the mining companies, Anaconda Cop- 
per Company presents a clear cut example in its spe- 
cial field. This concern, it will be noted, paid a total 
of $2.50 per share in dividends during 1946, of 
which $1.82 was derived from ordinary earnings and 
thus fully taxable as income. 68 cents per share, 
however, was distributed as a return of capital, 
hence not reportable as taxable income by the share- 
holders. Kennecott Copper Company, in paying a 
similar dividend, allotted 78 cents per share to the 
non-taxable column. In both of these instances, the 
companies mentioned have accumulated huge 
amounts of cash and securities, far above normal 
needs for the business, and quite often return a con- 
servative portion to their shareholders that need not 
figure as taxable. 


Other Copper Companies 


Chile Copper Co., on the other hand, was less lib- 
eral in this respect in 1946, with only 36c per share 
out of the $3 total representing non-taxable deduc- 
tions. Park Utah Consolidated, a much smaller con- 
cern, paid 10 cents per share in dividends, but 70% 
of this came from depletion reserves and accordingly 
was not defined as income by the tax authorities. 

As for the oil and natural gas companies shown on 
our list, it will be seen that holders of Middle States 
Petroleum “A” stock and Petroleum Company of 
America were fortunate enough in 1946 to receive 
all dividends from these (Please turn to page 212) 











recurrent, for they arise from 
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stantial sums to their stock- 
holders, on which no income 
tax had to be paid. 

In the appended table we 
list a number of concerns that 
distributed partly or wholly 
income tax free dividends to 
their shareholders during 
1946, or included a portion 
ratable as long term capital 
gain. In each case we show the 
total dividends paid, the por- 
tion representing capital gain, 
the portion taxable as in- 
come and the non-taxable por- 
tion. Additionally, we have in- 
dicated a recent price for the 
Shares, for since a “penny 
saved is a penny earned,” to 
some extent the tax savings 
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Securities Affording Tax Advantages in 1946 
1946 Dividend %of Earnings 
Portion Taxable Non- _ Dividend per 

Total Paid Taxable asCapital Taxable Whichls Share Recent 

PerShare asincome Gains Portion Non-Taxable 1946 Price 
Adams Express .............-—— oA) ee ne $ .80 100.0% $ 8! $18 
Anaconda Copper* ........... 2.50 $1.82 nee 68 27.3 2.75 34 
Andes Copper Mining... .25 il ao 25 100.0 38 12 
Atlas Corp. oo cennnrnnnnn 1.00 oe sion 1.00 100.0 7 i 
Buckeye Pipe Line*........... 80 .64 ae 16 20.0 82 I 
Carriers & General... .65 21 $ .44 ten ene a .38 7 
Chile Copper .................-.__ 3.00 2.64 = 36 12.0 3.66 36 
General American Investors 1.48 53 95 = .64 15 
General Precision Equipment 1.00 ay 1.00 100.0 3.47 17 
Great Northern Iron Ore....... 1.00 (. a ao 2323.0 54 16 
Kennecott Copper® ......... 2.50 1.72 one 7831.2 2.13 47 
Lehman Corp. mene 6.35 1.35 5.00 eC 1.75(a) 48 
Middle States Petroleum"A” 2.40 eR 2.40 100.0 2.33 21 
Missouri Kansas Pipe Line. 1.00 : a - 05 5.0 1.03 24 
National Bond & Share......... 3.37 98 2.39 sei aha 1.07 26 
New Jersey Zinc............._3.00 1.96 nee 1.04 34.8 2.80 60 
Park Utah Consolidated.....__.10 03 sis 07 —-70.0 03 2", 
Petroleum Corp. of America® _—_.45 = 45 100.0 45 10 
U. S. & Foreign Securities... 1.30 .22 1.08 Seo op a 32 21 
Wellington Fund... 1.30 AT 83 ce eee oe 44 18 

*—Tentative. (a)—For fiscal year ended June 30, 1947. 
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Photos by National Supply 


Pipe is an important product of National Supply. In this monster automatic heating fur- 
nace of the Spang-Chalfant Division, strips of skelp are heated to welding temperature, 


Wire the giant petroleum industry well on 
its way with an expansion program involving an 
estimated outlay of $5 billion during the coming 
years, business prospects for suppliers of needed 
equipment are decidedly enhanced. Even without 
this added potential, the outlook for manufacturers 
of oil well rigs, pipes, pumps, tanks and the like 
would be bright indeed, if only because the pro- 
ducers of crude oil and natural gas, the refiners and 
distributors, are enjoying record breaking pros- 
perity. The cyclical characteristics of the two com- 
ponents of the oil industry are closely similar as a 
rule. 

Excellent Volume Potentials 


Now that the big oil and gas companies are pre. 
pared to expand their capital investment by about 
20% as soon as practical, it looks as if the capacity 
of the equipment suppliers will be strained to the 
limit for several years to come. Both companies 
under discussion, National Supply Company and 
Dresser Industries, Inc., should 
benefit importantly from the op- 
portunities implied in such huge 
expansion activity. 

Though the two concerns differ 
in size, product diversification and 
capital structure, the prospect of 
capacity operations for some time 
ahead should give them a rather 
equal test of productive and mana- 
gerial efficiency. Following the war 
years when despite record volume, 
net earnings were pinched by Fed- 
eral pricing and excess profits 
taxes, shortages of steel, direct or 
indirect strikes and higher operat- 
ing costs in 1946 combined to 
hamper progress of both com- 
panies. But regardless of these 
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handicaps, steps were taken by National Supply as 
well as by Dresser to modernize their facilities and 
to boost working capital through term loans at low 
rates of interest. Thus preparedness for expanded 
activity ahead has featured the programs of the 
respective competitors. As probably never before, 
the two concerns are readied to operate with unusual 
efficiency on all fronts. 

National Supply Company from the standpoint of 
total assets is just about twice as large as Dresser, 
and in fact is the leading independent manufacturer 
of oil and gas field equipment. In addition to its own 
output, the company also distributes related equip- 
ment and supplies produced by other manufacturers. 
While rotary and other drilling equipment, pumps 
and diesel engines are made by the company, tubu- 
lar items such as buttweld, lapweld and seamless 
steel pipe are of major importance. These latter 
products normally account for about 53% of net 
sales, drilling equipment, engines and oil field sup- 
plies accounting for 22%, and items made by out- 
siders for the balance. 

The company has six large 
plants, strategically located in 
Pennsylvania, Ohio, Texas and Cal- 
ifornia, and owns jointly with Re- 
public Steel Corporation the Fretz- 
Moon Tube Co., Inc., a manufac- 
turer of buttweld tubular products. 
Aggregate capacity of National 
Supply’s own plants is about 312,- 
000 net tons of seamless tubing, 
plus 294,000 tons of welded pipe 
and conduits, but output should be 
expanded as a result of recently 
constructed facilities. Prior to 
1937, National Supply Co. concen- 
trated largely on production of 
general oil field and gas equipment, 
but a merger with Spang, Chalfant 
& Co. in that year resulted in 
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major emphasis upon tubular 
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Since the oil industry’s needs 
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require a near at hand supply 
of equipment and parts, Na- [|— 
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tional Supply maintains about 
100 retail stores located in the [-— 


| Funded Debt: $7,500,000 





principal oil and gas producing [—j*} t 
sections of the United States. t 


—__—} Shs." 3% Cv Pf{d: 59,400 - $100 par 


} Shs. Common: 1,095,137 - 50¢ par 





Sales offices or representatives 
in many States and in England, 
Canada, Argentina, Brazil and 


a | Fiscal Year: Oct.° 31 








Trinidad also are of value in 
landing orders. The Oil Weil 





Engineering Co., Ltd. (50% 
owned) produces and distrib- 





utes oil well equipment 
throughout the British Empire. 
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It will be realized that National 
Supply Co. has spared no pains 
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to entrench itself in world 
markets on a broad scale. 
Because of the current tre- 
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pipe making capacity of Na- 
tional Supply Co. raises its expectations for record 
volume in the foreseeable future. It is said that if 
the company accepted all the orders pouring in for 
pipe, it would take until 1953 to catch up. How scant 
total supplies of pipe are in relation to demand is 
shown by a recent comment by Gulf Oil Corporation. 
This concern, it seems, could use up to 250,000 tons 
of new pipe, but sees little hope of getting more 
than a third of this amount from all sources put 
together. 

Frequently also the news comes of new pipelines 
planned or under way, to run for distances of 1000 
miles or more, to carry natural gas from Texas to 
California, from Kansas to Michigan, and even from 
the Southwest to New England. And to provide ade- 
quate transportation facilities, practically all of the 
big oil companies are seeking huge amounts of pipe 
to break their most serious 
bottleneck. Decision of the 
State Department to permit 
shipment of 40,000 tons of pipe 
to the Middle East, a small 
fraction of urgent require- 
ments in that zone, has aroused 
howls from our domestic oil 
and gas producers. All of which 
tends to emphasize the enor- 
mous volume potentials ahead 
for National Supply. With a 
seller’s market of this magni- 
tude likely to prevail for quite 
a while, it would be strange if 
the company did not make sub- 
stantial profits, provided that 
work interruptions or shortage 
of materials do not create prob- 
lems. 

During the current year, 
National Supply Company will 
probably have spent upwards 
of $5 million in an extensive 
cost reduction program; in 
1946 it added around $3.4 mil- 
lion to fixed assets. Additional 
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buildings and new machinery to speed up operations 
have been provided for most of its plants, opera- 
tions have been streamlined through rearrange- 
ments, and similar improvements are planned for 
1948. All of this has an important bearing upon 
prospective volume and profits, for if the company 
achieved record sales of $169 million in the 1944 
war year, it might be able to equal the performance 
hereafter with substantially smoother operations. 
Volume last year sagged to $98 million because of 
prolonged strikes and steel shortages, but during 
the first nine months of 1947 alone, the company 
closely equalled this performance with a final 
quarter yet to be added. 

In the appended table we show extensive statisti- 
cal data of National Supply Company and Dresser 
Industries which reveal interesting comparisons. As 
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no balance sheet figures are available for Dresser 
since October, 1946, the more recent ones for Na- 
tional Supply, as of September 30, 1947, are not 
strictly comparable. As for the latter concern, it 
appears that working capital stands at an all time 
peak of $48.50 million; the current ratio of 5.5 re- 
flects a very sound and liquid financial status. In 
part this is due to the sale last June of $15 million 
debentures, about $4 million of the proceeds being 
added to the company’s general funds and the bal- 
ance applied to debt retirement. But National Supply 
has consistently maintained its working capital at 
satifactory levels, and by retention of earnings in the 
business for a decade past has steadily strengthened 
its position. 

How well National Supply’s program to improve 
operating efficiency is beginning to bear fruit is 
clearly shown by its profit margin for nine months 
ended September 30, 1947. Under last year’s adverse 
conditions, the company’s operating margin fell to 
3.5% on a twelve months, volume of $98.8 million. In 
contrast to this the sharp rise to 10.8% on nine 
months sales of $97.5 million in the current year is 
rather impressive. During war years, to be sure, 
operating margins often were a few points higher, 











Comparative Statistical Summary 











Dresser National 
__Industries Supply 
CAPITALIZATION: As of. Oct. 31, 1946 Sept. 30, 1947 
Funded Debt ($ million). $15.0 
Preferred stock {number of shares)... 59,400 166,500 
Common stock (number of shares)... 1,095,137 1,436,820* 


INCOME ACCOUNT: Fiscal Year Ended.. Oct. 31, 1946 Dec. 31, 1946 
























































Net Sales (000 omitted)... $54,783 $98,894 
Net Sales per Share $50.00 $69.00* 
Operating Margin cc ececwnssmemenmene 1.0% 3.5% 
Pre-tax Net Income (000 omitted)... $996 $3,527 
Pre-tax Net Margin 1.8% 3.5% 
Net Income (000 omitted) $1,037 $3,027 
Net per Share $.74 $1.58* 
1947 Interim: For 9 Months to... July 31 Sept. 30 
Net Sales (000 omitted) $54,594 $97,520 
Operating Margin 7.8% 10.8% 
Net per Share $2.02 $3.89* 
LONG TERM EARNINGS RECORD... Net Per Share* 
1946 $.74 $1.58 
1945 . 1.77 2.30 
1944 2.25 2.75 
1943 2.69 3.00 
1942 2.39 2.10 
1941 1.51 3.46 
1940 . 7? 61 
1939 1.28 .30 
1938 09 36 
1937 65 4.75 
10-year average 1937-1946... $1.52 $2.12 
Dividend 1946 Nil Nil 
Dividend 1937-46, Ten Year Average... 61 (a) 


BALANCE SHEET (000 omitted): As of _ Oct. 31, 1946 Sept. 30, 1947 
Cash and Securities $2,866 $16,261 














Cash and Securities as % of Current Assets 94%, 27.5%, 
Inventories $18,498 $29,901 
Inventories as % of Current Assets... 61.0% 50.5% 
Total Current Assets $30,429 $59,338 
Total Current Liabilities 15,575 10,777 


Net Working Capital $14,854 $48,561 
Current Ratio 1.9 5.5 























Fixed Assets, Net $9,877 $20,664 
Total Assets $41,715 $82,256 
Book Value per Share $18.45 $24.50 

Net Current Assets per Share. $8.15 $6.10 
Recent Price of C $20.00 $21.00 
1947 Estimated Net per Share... a $3.00 $5.50 
Price-Earnings Ratiof 6.7 3.8 





t—Based on Estimated 1947 Net per Share. 
*_Adjusted for conversion of $2 Preference shares on Oct. |, 1947. 











(a)—Paid 1/10 share $2 pfd. stock in 1937. 
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but this meant little in view of heavy excess profits 
taxes. The main point is that the ratio has now risen 
substantially above prewar figures. Whether or not 
the company can hold the gain will depend somewhat 
upon the stability of current wage scales and ma 
terials costs, although demand pressure is so heavy 
that price adjustments, if necessary, might not be 
difficult to make. 


Indicated 1947 Earnings 


The beneficial effect of wider margins upon net 
earnings in 1947 is shown by a reported net per share 
of $3.89 during the first nine months. At this rate, 
it looks as if net for the full year may be about $5.50 
per share. These figures make full allowance for the 
automatic conversion of about 281,000 shares $2 pre- 
ferred into common on November 1, 1947. Elimina- 
tion of the $2 preferred leaves the capital structure 
with 168,300 shares of 414% preferred and approxi- 
mately 1.43 million shares of common outstanding. 
Through this simplification and in view of the sharp 
earnings improvement, it is more than possible that 
initial cash dividends will soon be declared on the 
common stock after a 10 year lapse. 

At recent price of 21, and selling less than four 
times indicated 1947 earnings, National Supply 
shares carry considerable speculative appeal, in view 
of the company’s improved position, demonstrated 
good earnings power under favorable volume condi- 
tions, and the excellent business and earnings pros- 
pects ahead. Reflecting this, the stock has shown con- 
siderable strength this year, advancing from a low of 
125% to a high of 2214. 

Dresser Industries, Inc., while ranking as a major 
supplier of equipment for the oil industry, functions 
along somewhat different lines, since additionally, it 
has impressively diversified activities to tap other 
markets than petroleum. Business of the parent com- 
pany and its thirteen subsidiaries falls into two main 
divisions, one serving the oil, gae and other indus- 
tries with about 150 equipment items, and the other 
specializing in heating equipment. Prior to 1940, op- 
erations included only four companies, but since then 
nine more have been added to the family. By this 
process, markets have been widened and volume 
gains have been substantial. For the most part, all 
units in the company have been established for many 
years in their respective fields, fortifying Dresser’s 
trade position. 

Dresser Industries, like National Supply, manu- 
factures a broad line of equipment for the oil and 
gas fields, but unlike its competitor makes no pipe. 
Among Dresser specialties are pipe couplings, der- 
ricks, compressors, cable tools, portable drilling rigs, 
tanks, towers, numerous kinds of pumps and engines. 
Lack of space precludes mention of all the company’s 
many products, but considerable weight must be ac- 
corded to correlative equipment, in rapidly growing 
demand among users of oil and gas. 

From the plants of Dresser sudsidiaries, Bryant 
Heater Co., Day and Night Manufacturing Co. and 
Payne Furnace Co. is flowing a stream of modernized 
gas heating devices for homes and factories and from 
other units, comes equipment to move and measure 
gas, oil and liquids, in wide demand in industries 
such as steel, mining, food processing, water works, 
paper and cotton mills, oil refineries, gas and chemi- 
cal plants. 

From the above brief (Please turn to page 210) 
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EXTENT OF BUILDING REVIVAL AHEAD? 





By GEORGE W. MATHIS 


| rn progress is being made in 
solving the nation’s critical housing shortage. Al- 
though a surplus of houses such as existed in 1929 is 
unlikely to be witnessed again for several years, the 
most acute phase of the post-war problem probably 
has passed. Conditions next year are expected to 
show substantial improvement. A variety of reasons 
for this hopeful view may be cited: 

(1) Essential materials are becoming more plen- 
tiful, thereby removing bottlenecks and contribut- 
ing to lower costs through economies in construction. 

(2) Threat of suspension of federal rent controls 
next year has spurred many families to action who 
otherwise might not have sought new homes. 

(3) Resistance to high prices has collapsed in re- 
cent months, undermined perhaps by widespread 
wage increases and cashing of terminal leave bonds; 
hence, the temporary lull in home sales has ended. 
Builders have been encouraged to undertake new 
housing projects. 

(4) Labor efficiency has improved moderately in 
some areas, enabling contractors to quote more fa- 
vorable prices as an inducement to would-be pur- 
chasers. 

In spite of the spurt in construction and the pros- 
pect of completing 25 per cent more homes this year 
than last, it is estimated that the deficit in housing 
will be greater at the beginning of 1948 than last 
January. Vital statistics indicate a million new fam- 
ilies may be added to the country’s total this year. 
Fewer than 800,000 new homes are scheduled to be 
completed in 1947. Hence, the need for housing 
promises to continue as urgent next year as it was 
this year even though construction has reached the 
highest rate in two decades. 
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Hope for prolongation of the promising outlook is 
based on the obvious need for a vast addition to resi- 
dential facilities and on assurances of adequate sup- 
plies of materials. Labor conditions are expected 
gradually to become more satisfactory. Accordingly, 
results in the coming year are expected to register 
steady improvement and representative manufac- 
turers of building supplies should experience a large 
measure of prosperity. 


Huge Potential Needs 


The need for more homes is apparent everywhere, 
but the magnitude of the potential requirements 
can be better appreciated by a review of statistics. 
In the years from 1930 to 1939 it is calculated that 
more than 5 million new families were formed in this 
country. Records indicate that not more than 2.7 
million new homes were added, indicating a deficit 
in the decade of 2.3 million. The war years brought 
a rapid rise in families without a corresponding gain 
in housing. From 1940 through 1946 it is estimated 
that 9.6 million additional families came into exist- 
ence, while only 2.6 million more new homes were 
built. Hence in these years, the deficit in housing was 
enlarged by another 7 million homes. By the end of 
this year the deficit may be close to 10 million. 

Of course, not every new family is financially able 
to set up housekeeping and to establish a home even 
if quarters were available. Most such families are 
potential home owners, however, and may require 
houses or apartments of their own in the next few 
years. Birth statistics, for example, suggest that 
housing requirements may be growing more urgent 
than previously had been anticipated. 
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The average monthly rate of births has almost 
doubled since the beginning of the war—from about 
189,000 a month in 1939 to a monthly average of 
about 314,400 this year. Births may reach a new 
high of close to 4 million this year. The population of 
the country has grown to more than 144 million, and 
it is estimated the total may approach 150 million 
in another three or four years. These statistics from 
the Census Bureau strengthen the conviction that 
demand for new homes likely will continue urgent for 
some time to come. This sharp rise in population 
seems to be a normal occurrence after a major war. 

Of the several reasons for increased activity in 
building, probably the better supply situation is most 
important. Scarcities of electrical appliances, heating 
and plumbing equipment and glass imposed serious 
handicaps a year ago. Delays in deliveries led to 
much waste of labor and contributed to abnormally 
high costs. Frequently months were required to fin- 
ish small homes that ordinarily should have been 
completed in half the time. Now with materials rea- 
sonably plentiful, construction can be carried out on 


a mass production basis. In fact, considerable prog. 
ress is being made in building pre-fabricated homes 
at substantial savings. 

Materials have not yet become excessively abund. 
ant, but with an expansion in manufacturing facil- 
ities supplies may be more plentiful next year, 
Contractors then can “shop around” for less expen- 
sive materials to bring about greater reductions in 
costs. At recent hearings in Washington testimony 
was introduced to indicate that practically all essen- 
tial materials would be abundant next summer. 

Demand for new houses revived in early summer 
after resistance to high prices began to wane. The 
series of wage increases granted to automobile work- 
ers and to steel mill employees last spring, climaxed 
by the sharp boost won by soft coal miners, spurred 
inflationary forces and brought a spurt in home buy- 
ing. Construction also was stimulated by legislation 
ending rent restrictions on new housing and fixing 
February 29, 1948 as the end of all government rent 
control. 


Effect of High National Income 


Building also was stimulated by a further rise in 
national income. With employment at a record high, 
personal income has climbed to above $190 billion a 
year and liquid savings have been enlarged by cash- 
ing of terminal leave bonds. Several states have ap- 
proved liberal bonus distributions to veterans with 
the result that probably $2 billion in cash may be 
made available for a large segment of the population 
through the latter part of 1947 and early 1948 with 
which to purchase and furnish new homes. 

As a result of these influences, real progress has 
been made. Private builders started 83,000 houses in 
August, 3,000 more than in July, contrary to the 
normal seasonal drop. Preliminary estimates placed 
the total new homes under construction in the first 
eight months at 524,000, and almost 500,000 had 
been completed by the end of August. Expenditures 
for housing compiled by the Home Builders Associa- 
tion for the first eight months reached a total of 
almost $2.8 billion, or 51.5 per cent more than in the 
preceding year. Expenditures in August came 
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to $433 million, suggesting that the rate of 
home purchases has been accelerating. 

Altogether, new construction in August 
was valued at $1.2 billion, according to De- 
partment of Commerce figures. This repre- 
sented a gain of 14.2 per cent over August, 
1946, and for the first eight months of this 
year the increase was estimated at 32 per 
cent over 1946. The Department estimates 
construction this year may reach a peace- 
time record of $12.2 billion. This would com- 
pare with $10.4 billion in 1946 and a previous 
peak of $12.8 billion in 1942. In 1939 the total 
was only $7 billion. 

In addition to new construction, mainte- 
nance and repair work has increased notice- 
ably as labor conditions have improved and 
materials have become more plentiful. Better 
efficiency has evidenced itself in small com- 
munities, where construction labor is less 
thoroughly organized and more responsible. 
Workmen appear more willing to give a day’s 
work for current high wages. Consequently, 
building starts have shown relatively greater 








gains in such areas. 
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Demand for materials such as roofing, siding, 
gypsum board, rock wool, etc., used chiefly in repair 
work as well as in new construction, has held at such 
a high level that major producers have been unable 
to fill orders. New plants are being readied to boost 
capacity, however, and output next year should come 
closer to meeting requirements. Expenditures for 
modern plants in this industry are likely to exceed 
$150 million this year. Johns Manville expects to 
complete a $50 million improvement within the next 
six to twelve months to enlarge production of in- 
sulating board and asbestos-cement pipe facilities as 
well as to increase existing manufacturing properties 
for asbestos products. United States Gypsum is add- 
ing two paper and felt plants and three new gypsum 
plants in a program expected eventually to cost about 
$42 million. National Gypsum expects to spend about 
$27 million on modernization of existing plants to 
install labor saving machinery and to add a paper 
mill as well as rock wool plant. A new gypsum plant 
at Baltimore recently has been completed. Flint- 
kote’s expansion program envisions an expenditure 
of about $10 million for four tile plants, an emulsion 
plant and additional mining and mill facilities. 

The building supply industry’s productive capacity 
should be large enough next year to assure an unin- 
terrupted flow of materials. This situation probably 
would be conducive to greater confidence among con- 
tractors and permit closer estimates of costs. Ac- 
cordingly, there seems to be a solid basis for antici- 
pating at least moderate price reductions for new 
houses even though wage rates may remain high 
and prices of supplies may not be reduced. As a mat- 
ter of fact the increased volume of production holds 
out hope for some slight reduction in prices of lum- 
ber, plaster, gypsum board, insulation, electrical 
equipment and plumbing. Manufacturers have indi- 
cated that profit margins on many essential items 
could be shaded slightly if there were an assurance 
of harmonious labor conditions and greater stability 
in commodities. 


“In view of measures that may be taken to check 
the rise in commodity prices and to avoid renewal of 
widespread strikes the outlook for manufacturing 
should be more settled next year. The possibility of 
at least slight price concessions may be expected to 
sustain demand for new houses. 

Although surveys have indicated that the average 
potential home buyer is unwilling to pay more than 
$7,000 for a house and has savings of only about 
$700 available for a down payment, nevertheless 
these potential limitations on demand for new houses 
are not regarded as serious. It has become apparent 
that buyer resistance is not nearly so strong as it 
was a year ago and that actual demand for houses 
thus far this year has exceeded the available sup- 
ply. Unless there should be an unexpected slump in 
business and a decline in employment, national in- 
come should hold at a comparatively high figure and 
afford the basis for real estate purchases. As a 
matter of fact, expenditures for new homes still are 
relatively low in relation to total national income. In 
the 1920’s an average of about 16 per cent of dis- 
posable national income went for new construction 
and maintenance expenditures, whereas last year 
the figure was only 11.2 per cent and it is estimated 
that no more than 12 per cent of national income 
may be spent this year for housing. Hence, a some- 
what higher proportion of national income could be 
spent on housing without imposing undue strain on 
the economy. 


Sales and Earnings Statements 


As an indication of the expansion in production of 
building supplies this year, it is interesting to exam- 
ine recent interim sales and earnings statements of 
representative manufacturers. On the average many 
large concerns have experienced an increase of 40 to 
50 percent in sales in the first nine months of the 
year. All did much better than last year. 

(Please turn to page 211) 











Promising Companies in the Building Industry 

















—_—_—_——— Net Per Common Share — ——Dividend—— Price- 

| 1936-39 1942-45 1946 1947 1947 Indicated Dividend Earnings Recent 1946-47 
Highest Avge. Fiscal Yr. Interim —_ Estimated 1946 1947 Yield*  Ratiof Price Price Range | 
|American Radiator &S.S...... $.70 $55 $95  $1.06Se9 _ $1.70 $40 $1.00 66% 88 $15 23 -11% 
peoteten 2.09 73 4.17 4.77 JI9- 625 1.00 1.12% 4.0 4.5 28 =. 3BY/g-1 97% 
[Certainteed nnn POfI4 67 2.37 2.72 S09 3.80 0 60 3.3 5.1 18 25%-1156 | 
‘Crane on 363 «(804 «433 Jel2 _—5.00 1.75 2.20 63 7.0 35  4954-26!/4 
|Devoe & Raynolds A. LSI 3.50 3.07 My6 5.75 sists 47 27 _~—«:39%/-20% 
|Flintkote 2.11 1.52 2.82 4.70(b) 6.25 1.25 150 4.2 5.8 36 46%-24 
Johns-Manville 193 «(1.98 ~—s«1.97,—s«*d;LTB Jeb 3.60 3.50 130 29 12.2 44 — 55%-35% 
| Masonite : - 3.02. «2.16 + «3.67.~—«72.30Ag 7300) 150 200 3.6 75 55 75 -39/, 
| National Gypsum 94 50 2:2} 2.06 Se? 2.75 -50 ao KY 7a 20 33144-1454 
| National Lead 1.71 pe 2.46 1.76 Jeb 3.50 1.50 1.62', 4.9 9.4 33 4052-255, 
| Pittsburgh Plate Glass 2.13 1.46 — 1.92 2.36 Se? 3.20 1.20 1.70 4.2 12.5 40 483/,-30 
| Pratt & Lambert 2.78 2.19 4.16 5.00 2.20 2.70 6.1 8.8 aa 60 -35 
| Ruberoid 2.04 ZA7 6.73 8.09 Se9 10.00 2.00 2.75 4.3 6.3 63 68!/,-40!/, 
| Sherwin Williams 4.20 3.15 5.11 7.08 Ag 7.08(a) 2.37'2 3.124 4.3 10.3 73 8434-57!/, 
| U.S. Gypsum 5.71 3.57 9.90 7.06 Se9 9.25 3.00 4.00 3.8 11.4 105 132 -86 
| Walworth 103 1.24 = 1.25.16 Se 1.50 50 15 75 67 10 20%- 7% 
| Yale & Towne 2.72 2.97 2.42 3.21 Se9 4.25 1.00 1.00 2.8 8.2 35 61!/.-33 
a 
| (a)—Actual 1947 fiscal year net. JI9—For 9 months ended July 31. 
| (b)—For 40 weeks ended October 4, 1947. Jel2—For 12 months ended June 30. 

*—Based on Indicated 1947 Dividend. Se9—For 9 months ended September 30. 
| t—Based on Estimated 1947 Net. Myé—For 6 months ended May 31. 
| Jeb—For 6 months ended June 30. Ag—For fiscal year ended August 31. 
I 
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Used Up 


The bulls need some fresh argu- 
ments. The old ones, if not used 
up, have been worn pretty thin. 
As has been known for some time, 
business is booming, earnings are 
high and price-earnings ratios are 
low. The expected flood of year- 
end dividends is rolling in on 
schedule, and will very likely en- 
able fourth quarter distributions 
to set a new all-time peak. All of 
this is well known and out in the 
open, but has not been enough to 
induce a market rise above the old 
highs. On the other hand, the 
bear arguments—mostly relating 
to “the recession’”—are also worn 
thin, having been batted around 
for over a year. This column’s 
forecast from here to Christmas, 
or thereabout, is: Cloudy and un- 
interesting markets, with decisive 
change unlikely; but with the risk 
greater for buyers than for sellers. 
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Seasonal Pattern 


The December low for the Dow- 
Jones industrial average has been 
under the best level reached dur- 
ing the first half of November in 
26 out of the last 27 years, the 
one exception (in 1924) having 
been unimportant in its degree of 
rise. The declines over this period 
have been large only in bear-mar- 
ket years, but that they could be 
appreciable in most bull-market 
years is significant. The only 
plausible explanation is tax sell- 
ing. Yet this seasonal pattern was 
about as consistent in the 1920’s, 
when taxes were very low, as it 
has been in recent years with high 
taxes. Beyond this period comes 
“the year-end rise.” Highs of the 
first half of January have been 
above December lows in 26 of the 
last 27 years. When the general 
feeling has been one of caution 
and uncertainty, without a 
strongly bearish or bullish con- 















































INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1947 1946 

A. P. W. Products 9 mos. Sept. 27 $ .73 $ .16 

Amerada Petroleum Sept. 30 quarter 2.45 1.72 

Bower Roller Bearing 9 mos. Sept. 30 4.25 2.06 

Celanese Corp. of America... - 9 mos. Sept. 30 2.60 1.68 

Federal Mining & Smelting.................... -  9%mos. Sept. 30 6.25 3.37 

Food Machinery 9 mos. Sept. 30 7.80 5.30 

Hudson Motor 9 mos. Sept. 30 2.84 -50 

| Maracaibo Oil 9 mos. Sept. 30 aa 14 

| New Jersey Zinc 9 mos. Sept. 30 3.17 1.75 

__ Wesson Oil & Snowdrift.. Year August 31 23.15 6.51 
200 
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sensus, the scope of these two 
seasonal movements has usually 
been below average. This column 
would not be surprised if that is 
so in the present instances. 


Tax Selling 


There is probably considerable 
tax selling in the period just 
ahead. This is not because the 
market as a whole has declined 
greatly from the best levels of the 
last year or so. It has not, at least 
so far. But a good many groups 
and individual stocks are down 
sharply, and hopes for a recovery 
in them have waned. Hence, many 
people will establish their losses 
for tax savings, and switch the 
proceeds into better situated is- 
sues. Groups in which much tax 
selling is likely include rail stocks 
and speculative and medium-grade 
rail bonds, utilities, motion pic- 
tures, air lines, retail trade stocks, 
and tobacco stocks. Also, for the 
first time in many years, preferred 
stocks generally. Movies might be 
subject to the sharpest rally in 
the lot, on the end of tax selling, 
if a compromise adjustment is 
made soon in the British 75% 
import tax on films. 


Best Support 


Groups faring best on the Sep- 
tember-October rally, most of 
them going to new highs for the 
year, were farm equipments, au- 
tomobiles, steels, coal, fertilizer, 
leather, paper, finance companies, 
shipping, soaps, vegetable oils, ma- 
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chinery, aircraft, office equip- 
ment, oil, meat packing, textiles 
and apparel. Probably most of 
these will get good support on any 
extension of the recent reaction. 
In picking groups into which to 
place funds raised by tax selling, 
this column would take farm 
equipments and finance companies 
over the others named. 


Allocations 


There has been a tendency, per- 
haps through wishful thinking, to 
pooh-pooh the idea that Congress 
will go along with the Administra- 
tion in reviving anti-inflation con- 
trols, incident to the foreign aid 
program. It may not give the 
President all he wants, in just the 
form wanted. But since the Re- 
publicans do not wish to assume 
any more blame for inflation than 
they have to, they can hardly turn 
thumbs down on the whole idea 
of controls. Hence, government al- 
location of materials in short sup- 
ply is more likely than not. In the 
case of steel, to cite one important 
example, this may mean more for 
farm equipment makers, and less 
for passenger cars. If so, auto 
earnings in most cases are about 
as high as they can go and might 
be somewhat lower in 1948. 


Money Market 


In belated reflection of the de- 
cline in the corporate bond mar- 
ket, preferred stocks over the past 
several weeks have had the larg- 
est decline in some years. The 
readjustment in investment yields 
is due partly to the fact that de- 
mand for private credit has been 
increasing faster than the supply 
of loanable funds, partly to the 
deliberate anti-inflation credit 
moves of the monetary authori- 
ties. Their idea in raising short- 
term interest rates was to lessen 
bank demand for long-term Gov- 
emnment bonds. This has been 
more than accomplished. The dan- 
ger is that rising commercial 
loans, at rates above those of 
Government bonds, might tend to 
depress the latter. Instead of hold- 
ing Governments down, as the au- 
thorities did during most of this 
year, they may have to turn to 
support. It has not been possible 
to divorce this market entirely 
from the private credit market. 
However, probably the worst of 
the adjustment all around has al- 
ready been seen. The investment 
lesson taught, although nothing 
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new, is that maximum safety and 
liquidity can be had only, apart 
from cash, in short-term obliga- 
tions of the highest grade. The 
“safety” in preferred stocks is 
only a relative matter; and in 
medium and lower-grade issues 
(also in these grades of bonds) 
it in due time is found to have 
been an illusion. Those who bought 
preferred stocks around 1947 
highs now in many cases have 
capital losses equivalent to divi- 
dends for two years or more. 


Rails 


Because of their low average 
prices and the leverage involved, 
the percentage moves in rails have 
usually been wider, both ways, 
than those in industrials. Yet, 
from this column’s point of view, 
the bull and bear markets in rails 
ever since 1929 look like not much 
more than rallies and reactions in 
a chronic bear market. Certainly 
the stocks are highly cyclical, with 
no apparent factor of long-term 
growth of earnings and dividends. 
Illustrating the point, the Dow 
rail average made a bear-market 
low of 48.12 in April, 1897, the 
first year the average was es- 
tablished; and as we write this, 
some fifty years later, it stands 
at 47.59. Do not kid yourself that 
you are “investing” if you buy 
rail stocks. Excepting the exceed- 
ingly small minority of good-grade 
equities — topped by Norfolk & 
Western, Union Pacific and Chesa- 
peake & Ohio—they are outright 
speculations. Still money has been 
made in them if the timing was 
right. 


Back Out 


We noted two weeks ago that 
American Power & Light could 
advance more than average if the 
market rose above its July highs, 


but should be sold if the latter did 
not come to pass. Well it did not, 
and recent market action makes 
it unlikely that it will any time 
soon. The stock was around 10% 
then, and is around 10 as this is 
written. The risk involved was 
moderate, as we figured, but 
should now be cut short by any 
readers who assumed it. 


Rayon 


From present indications, the 
recent high earning power of the 
rayon makers is likely to be main- 
tained at least through 1948. Al- 
though greatly expanded in recent 
years, plant capacity is still inade- 
quate. Long term prospects are 
certainly the best in the textile 
field. The leading companies are 
American Viscose, Celanese and 
Industrial Rayon. In most aspects 
there is not much to choose be- 
tween them. In one important re- 
spect, however — namely finances 
— American Viscose is the best 
bet. It has been demonstrated this 
year that new capital financing 
will depress any stock. The writer 
does not say that Celanese and 
Industrial Rayon will have to 
raise more capital for expansion. 
Maybe so, maybe not. But it can 
be concluded that financing is 
least likely in the case of Ameri- 
can Viscose. It handled about 
$110,000,000 of expansion since 
1936 out of its own surplus funds; 
the additional expansion planned 
is moderate compared with that 
already accomplished; and cash 
and marketable securities held 
September 30 totalled $62,346,000. 
Earnings for the nine months to 
that date were $6.67 a share, 
against $4.16 for the like period 
of last year. They should exceed 
$9 a share for the full year. The 
stock, around 5714, is holding 
close to the year’s high. While 

(Please turn to page 212) 








American Molasses 


DECLINES SHOWN IN RECENT EARNINGS REPORTS 





Davega Stores 





Decca Records 





Fruehauf Trailer 





General Precision Equipment " 





Mojud Hosiery 
Sterling Drug 





United Wallpaper 

















1947-1946 | 
Sept. 30 quarter $ .02 $ .69 | 
& mos. Sept. 30 2.36 2.83 | 
9 mos. Sept. 30 1.44 #3 
9 mos. Sept. 30 2.39 2.54 


Sept. 30 quarter ae 58 | 
9 mos. Sept. 30 1.25 1.89 | 
9 mos. Sept. 30 2.65 2.9% | 
Sept. 30 quarter 1 39 | 











Ward Baking 42 weeks Oct. 18 1.93 3.33 
White (S. S.) Dental 9 mos. Sept. 30 2.88 3.73 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


- Confine your requests to three listed securities at reasonable intervals. 


envelope. 


- No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2 
3. No inquiry will be answered which does not enclose stamped, self-addressed 
4 
5 


- Special rates upon request for those requiring additional service. 





Consolidated Edison Company 

“My stock broker has advised sale of 
ten shares of Consolidated Edison I own. 
What is your advice? Most of my hold- 
ings are in public utilities at his sugges- 
tion. The Consolidated Edison shares 
have dropped nine points from my pur- 


chase price.” 
C. D., Providence, R. I. 


Consolidated earnings of Con- 
solidated Edison Company for the 
twelve months ended September 
30, 1947, dropped sharply to $1.61 
per common share, the lowest fig- 
ure in many years compared with 
$2.25 in preceding year. Third 
quarter profits were only 4 cents 
per share, compared with 23 cents 
in the September quarter of 1946. 
Gross revenues have increased in 
the past year, but the decline in 
net profit was due to higher wages 
and other operating and mainte- 
nance costs, and the unseasonable 
weather in October, which re- 
duced the output of gas. More- 
over, rate reductions of $7,500,000 
since August-September 1946 
were an adverse factor. 

Since the early 1940’s, total 
debt has been reduced from $494,- 
000,000 to $396,000,000, and 
annual interest charges reduced 
more than $6,000,000. Company 
plans a refunding program which 
when completed, will further re- 
duce fixed charges on bonds and 
dividends on  perferred stock. 
These savings will accrue to the 
benefit of common shareholders. 

In view of the bare coverage of 
the $1.60 annual dividend in latest 
earnings, the maintenance of the 
present dividend rate is in doubt. 
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However, if it is reduced, it will 
probably be only moderately re- 
duced, and therefore, the indicated 
income yield will still be good. 

As the uncertainty of dividend 
and other adverse factors are re- 
flected in the current market price, 
which is the lowest in years, we 
recommend only temporary reten- 
tion of the stock. On any future 
market recovery, we feel that a 
switch into a utility with better 
defined long term prospects might 
be advisable. 


F. L. Jacobs Company 

“Please report products manufac- 
tured by F. L. Jacobs Company; recent 

sales volume and prospects.” 
B. A., Everett, Washington 
Sales of F. L. Jacobs Company 
in the ficcal year ended July 31, 
1947, which amounted to $32,888,- 
000.00, were about equally divided 
between the automotive and appli- 
ance divisions. The appliance divi- 
sion sales were almost entirtly 
Launderall automatic washing 
machines, and the volume of ap- 
pliances alone exceeded by $4,475,- 
000.00 the total sales of the entire 
company in the preceding year, 
which amounted to $10,676,000.00. 
During the year, the company’s 
net expenditures for capital invest- 
menttotaled $1,721,964.00, despite 
which the net working capital im- 
proved $2,685,205.00 during the 
year, aggregating $4,860,965.00, 
as of July 31, 1947. The majority 
of the increase in working capital 
was due to an increase in long- 
term debt of $2,288,000.00, and a 
refund of Federal taxes of approx- 
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imately $2,250,000.00. 

Net loss of $219,786.00 for the 
fiscal year ended, was equivalent 
to deficit of 58 cents a share, and 
was after deducting from income, 
approximately $1.034,000.00 for 
cost of tools and dies, and miscel- 
laneous charge-offs. This com- 
pares with deficit of $2.40 a share 
in 1946 fiscal year, after crediting 
$4,800,000.00 refund of Federal 
income taxes of prior years, due to 
carry-back of operating losses and 
unused excess profits credits. 

The company’s sales, and hence 
its future, now rest on three 
major divisions—Automotive, 
Home Appliances and the Coco- 
Cola vending machines. During 
the year, Launderall sales totaled 
93,267 machines. Company’s new 
automatic dish washer was enthu- 
siastially received by distributors 
recently, and is scheduled for pro- 
duction soon. Automotive sales 
mounted sharply in line with auto- 
mobile production. The new Dan- 
ville-Illinois plant, opened only 
last fall, is now operating at a pro- 
fit, which is unusally good for a 
first year’s operation. Automobile 
seat cushion andback coil spring 
assemblies are produced there, 
representing an important ad- 
dition to the company’s automo- 
tiveline. Launderall sales have 
taken a sharp upward sweep in 
recent months, and automotive 
business continues to expand. 
Coca-Cola vending machine pro- 
duction has increased with each 
successive month recently. 

From all present indications, the 
company’s requirements for ma- 
jorcapital expenditures appears to 
have been completed. 

On October 20th, President of 
F. L. Jacobs Co. stated that all 
divisions are now operating on a 
profitable basis. This profit in first 
first two months of present fiscal 
year more than offset the loss for 
the entire fiscal year ended July 
31, 1947. 

Hussman Refrigerator Company 

“On several occasions I have seen 
“Hussman Refrigerator” (N. Y. Curb) 
recommended as a good speculation. 


(Please turn to page 212) 
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Keeping Abreaat of Industrial , 





« and Company News 2 


Opening of the American Telephone and Telegraph Company's radio relay system 
between New York and Boston for experimental telephone and television use on November 
13 established a significant mark in the science of communications. Radio micro- 
waves are beamed via seven hilltop stations. 








Among heralded postwar miracles, none is so rapidly becoming realistic as 
television, and its potentials loom bright. As matters now look, the radio industry 
will produce about 225,000 television sets in 1947, a number considered fantastic 
early in the year. During August alone, four times as many sets were produced as during 
all of 1946, and they are finding ready purchasers. 





This newcomer, television, may help to cushion a decided drop in production 
of radio sets in 1948. An informal poll of leading radio manufacturers recently dis- 
closed that from one million to three million fewer sets will be turned out next year 
than the 16 million produced in 1946. This signals heightened competition in this 
industry. 








According to Robert W. Jackson, president of Aldens, Inc., all merchandise 
listed in this company's new 168 page catalogue, largest in its history, will require 
only a 10% down payment with eighteen months in which to settle the balance. This 
liberalization of credit terms is the direct result of the demise of Regulation W. 





Sales of household washing machines continue to break all peacetime records, 
claims the American Washer and Ironer Manufacturers Association. Indeed, the month 
by month delivery of units is establishing new peaks. During the first eight months 
of 1947, the industry sold 2,395,999 washers compared with 1,959,887 during the full 
year of 1941. 








Aside from achieving substantial costs savings of one kind or another, the 
Ford Motor Company's decentralization program for purchasing is substantially boost- 
ing sales of local suppliers. In the New York area alone, the company's monthly 
purchases now amount to more than $400,000 per month against $25,000 prior to Aug. 1946. 





How optimistically this farsighted automobile manufacturer views the next 
few years is shown by recent comments of its executive vice president, HE. R. Breech. 
The company plans to spend an average of $100 million a year for five years to improve 
and expand its facilities, mainly to cut costs through increased efficiency. 





The Milk Industry Foundation reports that enough milk is produced in America 
to fill a river 3000 miles long, 40 feet wide and three feet deep. If all the milk were 
bottled in quarts and placed side by side, the line would extent 140 times around 
the world. The annual value of milk output has now risen to about $7 billion, hardly 
surprising to the householder in view of steadily rising prices. 
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Erection of the largest ponderosa and sugar pine plywood plant in the 
country is planned by United States Plywood Co. and Harbor Plywood Co. jointly. Located 
at Anderson, California, this $2 million facility will get its wood supply from 
60,000 acres of company-owned forest, containing 1.2 billion feet of timber. 








The building industry is elated over estimates by the Bureau of Labor 
Statistics that during September, 92,000 new homes were started. At this rate, the 
annual goal of one million units has been last assured, and the National Association 
of Home Builders claims that it has "hit the jackpot”. - 











Last year's shortage of natural gas in the Pittsburgh area should be less 
evident this winter. Affiliates of the Columbia Gas System are just completing six new 
propane gas plants there to care for peak load operations in cold weather. This group 
spent $2 million in this effort to improve the area’s gas supplies. 





Production of coal is now swelling revenues of North American Company more 
than ever. This concern's West Kentucky Coal Co. is fully mechanized and among the 
most modern in the country. During nine months of 1947, net income of this unit rose 
to $1.9 million, compared with $940,000 a year ago. 








Burnham Finney, editor of "American Machinest" estimates that 1948 volume 
of the machine tool industry will conservatively total around $350 million, exceeding 
earlier estimates by almost $100 million and topping 1947 by $50 million. Experienced [yor | 
students of this industry doubtless will agree with him. (Valu 


























Deep snow is no longer a tough problem at one of American Cyanamid Company's § 
big plants near Pittsburgh. Steam pipes installed through the concrete of a 600 foot a 
two-lane roadway, 16 feet wide, last winter, kept it not only clear but dry when a 
13 inch snowfall fell. 





Stee 


In view of the current acute shortage of steel scrap in this country, it is 
unfortunate that the superbundance of this material in Europe cannot come to the 
rescue. According to a British surey, there are 5 million metric tons of recoverable 
steel scrap lying on the battle fields and highways of Europe. 





PA 


The extent of industry's progress towards greater mechanization is shown 
by the slim margin of available horsepower now worrying the Utilities. Yet total hp 
obtainable has risen to 68 million compared with 50.4 million in 1939, according to a 
study conducted by SKF Industries, Inc. 





High prices for meat is affecting dog owners in figuring up the family 
budget, points out American Can Company. A surey made by this concern shows that 
664,000 dogs are now being fed canned dog food, and that 2.8 million more are likely b) 
to receive this form of diet soon. This must look encouraging to American Can. 





While Canadian Farmers are not enjoying quite as much of a bonanza as here in 
the United States, they are doing pretty well for themselves in the current year. The 
Canadian Pacific Railway estimates that cash income of farmers in that country rose to 
$753 million during the first six months of 1947, up about 17% over a year ago. 





To speed up production of its new tricot-nylon underwear, Textron, Inc. is working 
on three shifts in a Rhode Island plant. The company has on order some English machines 
that can turn out cloth at speeds of 1000 courses per minute on a 84 inch bar. The new 
fabric can be washed and dried in fifteen minutes, it is said. 
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Jora Prosperous New Year 












































: “SELECTING 
7 SECURITIES” 
al For 1948 Into 1950 

me By John Durand 


iced ENOT FOR SALE 
(Value $3.50) 


*/ HIS year ... to celebrate our 40th Anniversary ... we are publishing one of our 


y's rd finest investment books. You will find it so practical in application . . . so real- 

ot a istically suited to your needs . . . that we believe it will prove a most valuable basis 

. ' for profitable investment in 1948 ... for laying out a sound program looking to 
4 1949-50. 

Normally, this outstanding book would sell at $3.50 but we offer it to you as our 

: 40th Anniversary Gift — with a one year’s subscription to The Magazine of Wall 

' Street . . . providing a combination investment service that can be worth thousands 


of dollars to you. 





4 PART i—The World Toda PART I1—What’s Ahead For The Market 
y 
i) ES : 5 SEC mae  Delseta Where the Market Stands Now—Weighing on Balance 
(a Fallacies of Trend Toward Nationalization by Political aiiah maith Miaeatihs: Waiieias Cyclical Outlook and ‘ 
' Direction; aaehidla. i 
—Slowing Down of Production . . . Labor Excesses Under Guide to Today’s Market — New Forces That Shape 4 
_ hp Socialist-Communist Control . . . Effect of Shortages in Movements Duration of Swing volatility — volume : 
Oa a . . » Bureaucratic Unwillingness to Take Respons- ... Cushions and Hazards to Watch; & 
IDUity 5 Key Technical Barometers Industrial Group Move- : 
—Varying Recovery Status of Individual Countries . . . ments — Specific Situations — Combining Technical and 
Effect of Nationalization on Venture Capital . .. . Con- Fundamental Factors; 
fusion in World Currencies . . . Place of Gold in Chang- Timing Your Buying and Selling the New Technique 
ing World. for Trading and Investing. 
. \b) —THE UNITED STATES PART I1l—Realistic Investment Approach 
—Economic Political Scene . . . Election Year Influences oe Soe ne ae ee eee +e 
: gta rogram Flexible Subject to Change as Conditions or 
. . Degree of Inflation to Date ... . Deflationary Aspects rahe conan 
—Prospects; Situations /arrant; ; ; . 
. : : ae ; Great Selectivity to Prevail . . . Evaluating Companies 
in —Dissecting National Income . . . Purchasing Power — on Economic and Political Stability; Facts on Price- 
‘he ao Fsig te eee Buying Power for Earnings Ratios; Profit Margins; Demand; Competi- / 
a ame s we 85 tion; etc., etc. : 
» to —Production Hurdles . .. AFL vs. CIO — Trend Toward SPECIFIC SELECTIONS FOR YOUR INVESTMENT 
Conflict Between Workers and Union Leaders under —To Keep What You Have . . . For Security, For Protec- 
Taft-Hartley Law ... tion of Capital; t 
—-Foreign Aid Program . .. Gearing Productive Machinery To Make It Grow and Produce . . . To Supplement Your i 
‘ing to Meet Marshall Plan and Domestic Needs . . . Resultant Income to Meet Increased Expenses from Every Side; : 
Scarcities . . . Possible Trend to Lower Standard of To Take Advantage of Outstanding Opportunities . . . ' 
nes Living; For Substantial Price Appreciation . . . To Have Your : 
WwW —The American Dollar—At Home and Abroad . . . Where Capital Keep Pace With The Inflationary Spiral. 
Heavy Capital Expenditures Are Needed—Sale Abroad -PLUS ... INDIVIDUAL PORTFOLIOS . . . Compiled 
of Outmoded Equipment . . . Export and Import Trade For the Above Objectives As Well As Balanced Port- 


. Looking Into 1948-49-50. folios Including a Cross Section of ALL Selections. 






































oliday Thought That 
Lives Throughout The Year 


his year give the priceless gift of knowledge . . . the key to superior judgment. More than ever it wil 
essential as the basis for making plans in epochal 1948. 
Because of its broad scope, its forthright dependability and sound common sense, no gift you ean give this year will pro 
greater service and compliment the recipient more than The Magazine of Wall Street. 
It will express your esteem ... your interest in his welfare ... and 26 times throughout the coming year serve as a remil 
of your thoughtfulness. Those to whom you give the Magazine of 
Wall Street will turn to it with interest, at first...then with eager- 


ness... because they will find it practical and good, from an invest- 
ment viewpoint... and because they will be gaining an under- 


standing of domestic and international affairs which they never 
believed could be acquired 60 easily. 


Give “The Magazine of Wall Street “Jo... |i 

YOUR BUSINESS FRIENDS AND ASSOCIATES It will form a wii | 
bond of interest between you, promote your business relations. 

YOUR EXECUTIVES AND EMPLOYEES — Who will acquire a 
broader grasp of the vast industrial and economic changes. 
You will benefit from the development of their judgment and 
vision 

YOUR SON AND DAUGHTER — It will give them a realistic ap- 
proach, as they go out into the work-a-day world. 

YOURSELF — To “keep ahead of the news” in the world of busi- 
ness and finance . .. and aid you in increasing the safety, 
income, and profit from your investments. 


ee a eve we, Wat “/his “Joday _._______- 


THE MAGAZINE OF WALL STREET 
90 Broad Street, New York 4, N. Y. 


Gift Subseriptions 
[| f enclose $12.50. Enter (or extend) my own personal at S10 each 


subscription for one year, 26 issues. ( [] $22.50 for special 
2 years subscription, 52 issues.) This will automatically re- 
serve for me a FREE copy of “Selecting Securities for 1948 
into 1950.” 


Name 
Address 
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SUMMARY 
MONEY AND CREDIT—Stock and bond markets reac- 


tionary on light sales. Domestic corporations and foreign 
government dollar bonds sag to new lows. Continuing its 
effort to curb monetary inflation, Treasury redeemed in cash, 
on Nov. 6, $100 million of matured Treasury bills, and is ex- 
pected to cash an additional $100 million around the middle 
of the month. New York City banks may report net profits of 
only $129 million this year, against $158 million last year; 
yet bank stocks have been stronger than the market during 
the past month. 


TRADE—September retail store sales 13°, above last year. 
Department store sales in week ended Nov. | were 14%, 
above a year ago. U. S. exports continue to shrink while 
imports expand. 


INDUSTRY—Business activity 6°, above last year, dupli- 
cating the early October peak. October unemployment low- 
est since November, 1945. Electric motor manufacturers 15 
months behind in deliveries. Liquor producers will pay work- 
ers during production holiday. 


COMMODITIES—Spot and futures markets firm. M. W. S. 
index of raw material spot prices at new post-war high. 
Futures trading light pending indications of what Congress 
will do about regulating grain markets. 
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MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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The Nation's physical volume of Business Activity ex- 
panded nearly 1%, during the fortnight ended Nov. 1, dupli- 
cating the previous all-time high record touched during the 
week ended Oct. 4, and showing an increase of more than 
6%, over the like week last year. 

a 

During the month of October, this Publication’s Business 
Index rose to 180.5%, of the 1935-9 average, compared 
with 179.1 in September, registering an increase of 615 %, 
over October, 1946. On a per capita basis, our weekly index 
averaged 161.0 in October, against 160.3 for September 
and 155.5 a year ago. 

* * * 

Business Prospects over the months ahead hinge upon 
the volume of our excess of exports over imports, which prob- 
ably has already passed its peak. 

. -. @ 


The Census Bureau reports that U. S, Exports receded 
to $1,115 million in September, about 3°, less than for 
August. They hit a peak of around $1.4 billion in May. Im- 
ports, on the other hand, rose to $481 million in September 
—21% above August. Excess of exports over imports for 
September, despite a jump of $13.5 million in foreign relief 
shipments, was only $633 million—the smallest since January. 
* * * 


Exporters report a steady decline in Foreign Orders 


(Please turn to the following page) 
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Inflation Factors 











































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
MILITARY EXPENDITURES—S$b (e) | Oct. 1.19 1.06 1.49 1.55 ; 
Cumulative from Mid-1940..___.] Oct. 360.6 359.4 «344.5 —s‘123.8 (Continued from page 205) 
ue since mid-year, and that competition from foreign 
FEDERAL GROSS DEBT—Sb Nov. 5 258.7 259.3 261.5 $5.2 producers is now beginning to recover from war 
MONEY SUPPLY—S$b dislocation. Machine tool makers are especially 
Demand Deposits—94 Centers Oct. 29 47.8 47.5 46.2 26.1 pessimistic about future foreign sales. 
Currency in Circulation Nov. 5 28.6 28.5 28.7 10.7 peg a 
SANK DEDITS—13-Week Avge. Peni — — me it = doubtful ier 
New York City—$b Oct. 29 1.26 7.19 7.09 4.26 gress will authorize enough funds to sustain our 
93 Other Centers—$b__ _| Oct. 29 11.5! 11.40 12.02 7.60 exports at current levels. The Commerce Department, 
moreover, points out that Dollar Shortages are 
PERSONAL INCOMES—Sb (cd3) | Sept. 210.3 194.9 178.5 102.0 not the only cause for declining exports. Four im- 
nae oP gd - et a pod a ne portant importing countries, not short of dollars, are 
Interest ond Dividends Sept. 14.8 14.3 13:3 10.0 also cutting U. S. purchases, owing to expanding 
Transfer Payments | Sept. 21.2 10.4 il 3.0 domestic production. 
(INCOME FROM AGRICULTURE) | Sept. 22.8 21.8 16.5 10.1 * * & 
Canada, one of our best customers, worries over 
CIVILIAN wesc Or (cb) 0 von ya 7 po fast-shrinking dollar reserves. She plans to expand 
gran sca aa ih 15.7 155 15.0 13.8. | _ Production of scarce commodities needed for Euro- 
Employees, Government (Ib)__.| Sept. 5.4 53 5.6 48 pean relief, hoping that our Congress will authorize 
UNEMPLOYMENT—m (cb) Oct. ‘7 1.9 2.0 3.8 their purchase with American dollars for shipment to 
FACTORY EMPLOYMENT (1b4) | Sept. 156 154 150 147 Sone ani ae _— _ 
sae Sa oe eee. te “da oi . ne oe = Business circles look forward with unusual interest 
FACTORY PAYROLLS (1b4) Aug. 322 314 284 198 to the special session of Congress that convened 
Nov. 17. Senator Taft insists that the Government, 
FACTORY HOURSE & WAGES (1b) with an estimated Budget Surplus of over $6 bil- 
Weekly Hours Sept. 40.3 39.8 40.3 40.3 — ae eile 
Hourly Wage (cents). Sept. 125.1 123.8 =—«112.6 78.1 Ee ee ee ee ee a a 
Weetly Wege ($)—_______ Sept. 50.42 49.21 45.39 31.79 | Europe, cut taxes, and still have something over for 
~- debt reduction. 
PRICES—Wholesale (1b2) Nov. | 157.4 158.0 134.8 92.2 _ Oe 
Retail (cdib} Aug. 181.4 179.7 159.8 116.2 Treasury Secretary Snyder believes that Taxes 
should not be reduced and that any surplus should 
COST OF LIVING (1b3) Aug. 160.3 156.4 144.1 110.2 be used solely to retire Government debt. He adds 
Food Aug. 196.5 193.1 171.2 113.1 A 
Clothing Aue, 185.9 184.7 161.2 113.8 that President Truman will have plenty to say about 
Rent Aug. 1.2 110.0 108.7 107.8 taxes in his forthcoming message to Congress. Busi- 
ness interests fear he will urge revival of the excess 
RETAIL TRADE—$b profits tox. 
Retail Store Sales (cd)___.._._.] Sept. 9.29 8.84 8.20 4.72 *_ * * 
Durable Goods _.._> | Sept. 2.16 2.07 1.72 1.14 The Census Bureau finds that Government Re- 
‘. heap so gaan = ie nt we si ceipts last year totaled $56.9 billion, 134% more 
ep't Store Sales (mrbd).._.____. ept. R ; P E : f P 
Retail Sales Credit, End Mo. (rb2)_| Sept. 511 4.92 3.67 546 than in 1942. Of this huge sum, Federal receipts 
— ted for $44.2 billion—down 7.2% from the 
MANUFACTURERS’ 1945 peak, but still 77.8% of the total. States re- 
New Orders (cd2)—Total._..... | Aug. 231 230 2u1 18! ceived $6.5 billion—7.7% more than in 1945, while 
Durable Goods —_______.| Aug. 262 259 232 221 locai governments gathered in $6.2 billion — up 
Non-Durable Goods ._..... | Aug. 212 212 198 157 a z 4 
ens ltt hive. 280 271 222 184 7.9% from 1945. Taxes last year yielded $52.5 bil- 
ialtenipanie. ee Aug. 298 287 233 223 lion, or 92% of total government revenues. 
Non-Durable Goods ____. | Aug. 267 259 215 158 * * 
The Treasury is now paying 13% for one-year 
BUSINESS INVENTORIES, End Mo. money. It paid only 7% during the war. This ap- 
Total—$b (cd) Aug. 39. 38.5 31.3 26.7 pears to give the green light to further hardening of 
Manufacturers’ Aug. 23.0 22.7 18.5 15.2 longer-term Interest Rates, with a continuing slow 
, Wholesalers’ Aug. 6.6 6.6 4.8 4.3 sag in prices for high grade bonds and preferred 
Retailers’ Aug. 9.5 9.2 8.0 Nee etocks. 
Dept. Store Stocks (mrb)_______ | Aug. 1.9 1.8 19 1.4 . + * 
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Latest Previous Pre- 
( Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor 
~— BUSINESS ACTIVITY—I—pc Nov. I 162.7 161.0 156.0 141.8 ? ; 
(M. W. S.)—l—np Nov, ! 181.3 179.6 170.4 146.5 The Bankers Trust Co. estimates that net profits of 
New York City Sanks will decline this year to 
reign INDUSTRIAL PROD.—1—np (rb) | Sept. 185 182 180 174 $129 million, from $158 million in 1946, and then 
Mining Sept. 153 150 146 133 eee ae: b ‘Ni k 
war Durable Goods, Mfr._______.| Sept. 216 210 212 141 evel off next year at about $128 million. Ban 
‘ally Non-Durable Goods, ‘Mfr................] Sept. 171 169 165 141 stocks of recent weeks have nevertheless been 
amAARNNOE.taPeces ees @ pare pa poe po stronger than other sections of the market. Mount- 
, Snesiiadiss & tanaalbonsen ea, 430 432 413 379 ing: eapanens: qom maiely snponiliine far: Selenig 
oO Ste i me sa" 123 124 131 156 bank earnings. However, business profits in general 
other Grain _...| Nov. 1 52 56 52 43 seem slated for a decline if our foreign trade bal- 
ti ° 
7 oa ELEC. POWER Output (Kw.H.)m | Nov. | 5,009 4,964 4,628 3,267 atlas nanan 
ent, A s * «# 
—_ SOFT COAL, Prod. (st) m Nov. | 12.8 12.6 12.7 10.8 
; Cumulative from Jan. |... | Nov. I 573 500 454 446 Department Store Sales in the week ended 
im- Stoces Ene Mo. | Sep 48.4 47.2 52.4 61.8 Nov. | were 14% above the like period lost year, 
are PETROLEUM—(bbls.) m compared with gains of only 7% for four weeks 
Jing Crude Output, Daily ___| Nov. 1 5.3 5.3 48 4.1 and 8% for the year to date. At New York City 
Gasoline Stocks. 2. Ne I 82 82 86 86 sales were up 44%; but November Ist ends a chain 
— bs ——— sais an 7 = = bo : weeks for which — —— oe 
— eR: — y trucking and delivery strikes which cut sales vol- 
F LUMBER, Prod. (bd. ft.) m Nov. | 520 541 464 632 ume last year. 
tt Stocks, End Mo. (bd. ft.) b... | Sept. 5.7 5.6 4.3 12.6 == OF 
uro- STEEL INGOT PROD. (st. ) m — Oct. 7.56 6.79 6.95 4.96 According to the Commerce Department, terminal 
rize Cumulative from Jan. |____.______| Oet. 70.2 62.6 54.4 74.7 leave bond cash-ins and cooler weather lifted Re- 
t to ee tall Store Sales throughout the Nation in Sep- 
ENGINEERING CONSTRUCTION Sik 97 82 5 94 tember to $9,285 million—13% above last year. 
Cumulative from Jan. 1... Nov. 6 4,779 4,682 4595 5,692 Sales by jewelry stores were still a little below last 
year. 
rest MISCELLANEOUS == 9% 
ned Paperboard, New Orders (st)t...._. | Nov. ! 193 169 205 165 ye Pe 
Cigarettes, Domestic Sales—b.._. Sept. 29.2 29.1 26.9 17.1 The C. A. B. —_— that current difficulties of Air 
ent, Do., Cigars—m ___ _...| Sept. 483 466 457 543 Transport companies are due primarily to rapid 
bil- Do., Mfrd. Tobacco seco (Ibs. )m. | Sept. 24.7 22.2 21.7 27.6 expansion; but that the longer range outlook re- 
Hosiery Production , pairs) m._._... Sept. 143 139 158 150 mains encouraging. 
) to Motor Vehicles, Factory Sales—t....| Sept. 420 349 329 352 
for 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Lobor Bureau. !b2—Labor Bureau 
ces (1926—100). §b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
uld and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pe— 
, Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
s 
out THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
si No. of ——————_ 1947 indexes ——_——_ (Nov. 14, 1936, Cl—100) High Low Nov.! Nov. 8 
BSS Issues (1925 Close—100) High Low Nov. |! Nov. 8 100 HIGH PRICED STOCKS... 89.87 72.58 84.06 83.74 
304 COMBINED AVERAGE ___.. 148.8 111.5 133.6 131.2 100 LOW PRICED STOCKS... 183.14 124.35 152.27 148.86 
4 Agricultural Implements w. 206.6 143.4 198.8 190.3 6 Investment Trusts 62.8 48.3 59.5 59.2 
le. 11 Aircraft (1927 Cl—1!00)_. 167.1 108.2 139.8 134.8 3 Liquor (1927Ci.—100)..____ 933.6 592.1 745.0 733.8 
6 Air Lines (1934 Cl—I00).... 636.9 453.4 469.5 453.4c 8 Machinery 94 123.1 152.6 148.1 
- 6 Amusement _.. 146.0 101.3 102.3 101.3b he Oe... 84.2 108.2 104.2 
ots 14 Automobile Accessories Zar 161.9 272.0 272.6 3 Meat Packing... 112.6 84.9 Hitt 107.1 
h 11 Automobiles _... 42.8 30.8 40.8 39.6 13 Metals, non-Ferrous «41: 96.7 137.4 150.0 150.5 
. 3 Baking 1926 Cl.—100) . 24.1 18.9 19.5 19.3 Lu CO ee a eee, || 31.3 41.7 41.0 
e- 3 Business Machines ...... "301.6 230.8 272.0 272.6 23 Petroleum... C2835 172.2 210.2 207.7 
| 2 Bus Lines — cl —100)... . 75.0 116.1 140.2 151.1 20 Public Utilities 134.4 104.3 115.9 112.3 
” 4 Chemicals... 261.6 223.8 2468 245.4 5 Radio (1927 Cl.—100)__ 23.2 16.1 20.4 20.6 
up 2 Coal Mining ie tees AMEN 14.0 16.9 16.1 8 Railroad Equipment... 80.6 55.8 63.4 61.8 
P 4 Communication _.... += 58.3 40.6 48.6 47.0 23 Railroads 27.2 17.0 20.8 20.2 
dis 13 Construction . 66.5 48.0 64.2 63.3 3 Realty 32.9 22.9 24.8 25.3 
7 Containers _ orto 291.4 342.0 335.8 2 Shipbuilding «dO 87.4 113.0 110.2 
8 Copper & Brass. 113.9 90.9 104.5 104.1 So Sot Orakei Sees 462.9 557.5 549.3 
2 Dairy Products ... 69.7 55.9 59.5 58.9 12 Steel 6 hon OE 90.7 114.8 111.7 
ar 5 Department Stores ... — 18:6 55.6 64.9 63.6 3 Sugar io 6 a ee el 51.4 57.0 56.0 
p- 5 Drugs & Toilet Articles. an Ode 149.4 167.1 164.6 2 Sulphur 253.8 211.0 240.7 238.2 
f 2 Finance Companies .... 257.1 203.3 252.4 251.9 3 Textiles 143.6 93.8 138.5 137.3 
4 7 Food Brands ...... __ 190.4 155.2 179.4 174.6 3 Tires & Rubber... = 4d 28.8 32.2 31.5 
Ww 7 cl Cl | a i —— 89 63.6 72.1 71.0 6 Tobacco 87.4 65.2 70.2 68.7 
d 3 Furniture 94.3 66.1 82.8 82.2 2 Variety Stores... SATE 289.1 328.8 330.0 
3 Gold Mining nn 924.7 738.4 777.4 786.5 19 Unclassified 1946 Cl—I00) 108.5 83.7 101.0 100.1 
New LOW since: b—1945; c—1944. 
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Trend of Commodities 





Raw material prices, as measured by the M. W. S. spot 
index, rose to new postwar heights during the past fortnight. 
The Dow-Jones futures index also climbed to a new high, re- 
acted on uncertainty as to the outcome of proposed Govern- 
ment regulation, and then recovered part of the loss. Transac- 
tions on both Government and private account have been 
small recently while waiting for more light on what Congress 
will do to combat climbing living costs. Experience, past and 
present, has proved that Government restraints discourage 
production and thus create shortages they are intended to 
remove. In Argentina, for example, where the farm price has 
been held down to less than a third of the export price received 
by the Government, the wheat acreage to be harvested in De- 


cember has been cut 17% to the lowest on record, with the 
result that Argentine wheat is selling at much higher prices than 
in the U. S. where price control was abandoned a year ago, 
Similarly in Western Europe, bread grain acreage has been 
held down by price ceilings, as farmers have found it more 
profitable to grow barley and oats to feed livestock which can 
be held as a hedge against inflation or sold as meat in the 
black market. Due to prolonged dry weather in the winter wheat 
belt, the Agriculture Department now estimates the total 1948 
crop at around one billion bushels compared with this year's 
yield of 1.4 billion. Cotton prices strengthened last week, owing 
to a smaller-than-expected official crop estimate and talk of 
heavier-than-expected requirements for European aid. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I\Mo. 3Mo. 6Mo. I Yr. Dec.6 
Nov.8 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities _____. 348.0 343.0 333.9 308.4 299.7 271.1 156.9 
11 Imported Commodities... 313.9 308.5 299.8 277.3 278.7 256.7 157.5 
17 Domestic Commodities... 372.0 367.3 358.0 330.4 314.1 260.9 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1947 1946 1945 1943 1941 1939 1938 1937 
High _.___._ 156.9 1288 95.8 92.9 85.7 783 65.8 93.8 
low 126.4 95.8 93.6 89.3 743 61.6 57.5 64.7 


12 Foodstuffs 
16 Raw Industrials 


Date 2Wk. |1Mo. 3Mo. 6Mo. 1Yr. Dec.6 

Nov.8 Ago Ago Ago Ago Ago 194! 

7 Domestic Agriculture — 392.6 392.8 391.2 373.5 339.7 300.2 163.9 
—_____. 434.1 424.3 419.5 365.2 353.5 338.2 169.2 

290.8 289.1 268.3 271.4 264.5 219.8 148.2 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 1938 1937 
High... 171.07 127.07 106.41 96.57 84.60 64.67 54.95 82.44 
Low .__._. 117.14 104.21 93.90 88.45 55.45 46.59 45.03 52.03 
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Third Quarter Earnings 
Appraised 





(Continued from page 191) 


of the current year. During most 
of 1946, many concerns were 
hampered by strikes and short- 
ages, so that with far more fa- 
vorable operating conditions in 
the current year, it is not sur- 
prising that nine months have 
shown such widespread improve- 
ment. Because volume gains have 
been general, though, during the 
third quarter, it is significant 
that in the face of this advan- 
tage, almost two thirds of the 
concerns listed experienced a de- 
cline in net per share compared 
with the July quarter. In part, 
probably, the trend to set up 
larger reserves for potential in- 
ventory losses and depreciation 
was responsible for this, for in- 
creases and declines in taxable in- 
come were about equal numeri- 
cally. 


Downtrend in Inventory Profits 


Another factor to be considered 
is that during the current year a 
downtrend in inventory profits 
has set in, due to an increasing 
measure of price stability. Had 
inventory windfalls been elimi- 
nated, industrial net earnings in 
the first half year would have 
equalled about 11% of sales, or 
about the same as in 1939 ac- 
cording to an estimate of the De- 
partment of Commerce. 

Turning to the columns in our 
table relating to operating mar- 
gins, it apears that although 77% 
of the concerns were able to 
widen their margins on a nine 
months basis this year, as against 
1946, only 47% succeeded in do- 
ing so in the third quarter 
against the three months period 
ended in July. This means that 
more than half of the concerns 
of late have been experiencing a 
margin squeeze from rising costs, 
despite the benefits derived from 
inventory profits and volume 
gains. Still some of the profit 
margins remained truly impres- 
sive. Again referring to the esti- 
mates of the Commerce Depart- 
ment, it seems that the rate of 
corporate profits before taxes for 
the first six months (inventory 
profits not included) is about the 
same proportion of total sales as 
in 1929, with compensation of 
employees up about 3% and in- 
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terest costs down an equal per- 
centage. It may be that a moder- 
ate narrrowing of profit margins 
is in time becoming general 
throughout the economy. But as 
long as volume gains continue, 
dollar profits could continue 
rather stable regardless of 
shrinking margins. 


Divergent Profit Trends 


Among different industries, as 
might be expected, a divergence 
in profit trends is in process of 
development. Most manufactur- 
ing companies seem to be hold- 
ing their own rather impressively. 
Makers of electrical machinery, 
automobiles, transportation equip- 
ment and steel products have 
turned in highly encouraging net 
earnings reports for the first nine 
months, though during the third 
quarter some of the strongest 
concerns showed evidence of a 
slight decline. Reference to the 
table will reveal that during the 
past three months such com- 
panies as U.S. Steel, Bethlehem, 
General Electric, and Wheeling 
Steel all reported a slight dip in 
net earnings. On the other hand, 
some like Master Electric, Mul- 
lins, and Clark Equipment pushed 
their net per share up somewhat 
in the latest quarter. 

Retailers in general have ex- 
perienced a sharp contraction in 
profits on a nine months basis, 
because of heavy markdown sales 
in the first half of 1947. With 
better balanced inventories of 
late, however, and an-uptrend in 
sales, the larger concerns in this 
field seem to have achieved a 
degree of stability at least. Both 
profit margins and net earnings 
of Marshall Field & Co., for ex- 
ample, have held on about an even 
keel in the last two quarters. 
Food processors for the most 
part, had a harder time of it dur- 
ing 1947 to date than in the com- 
parable period last year, though 
some, such as Standard Brands, 
appear to have turned the corner 
during the third quarter. As for 
A. E. Staley Manufacturing Com- 
pany, this concern admittedly has 
had an ample share of inventory 
profits during 1947, but believes 
that these non-recurrent earnings 
have nearly reached their end. 

Third quarter net earnings of 
duPont, off moderately, reflect in- 
creasingly sizeable amounts set 
aside to create inventory re- 
serves. In this instance, it is in- 
teresting to note that operating 
margins actually widened in the 


latest quarter. Charles Pfizer & 
Co., large producer of ethical 
drugs including penicillin and 
streptomycin, earned less in the 
last nine months than in the cor- 
responding period of 1946, but in 
the third quarter showed sub- 
stantial improvement in both 
profit margins and net earnings 
compared with the previous three 
months. 

Summing up, it seems clear 
that the uncertainties ahead and 
the encroachment of costs upon 
profit margins are awakening 
managements to the need for con- 
servative policies, especially as 
regards reserve accounts. While 
the final quarter of 1947 may 
bring record breaking earnings 
for many enterprises, it must be 
expected that year-end adjust- 
ments of balance sheets wil be un- 
commonly substantial to provide 
against contingencies in the off- 
ing. On balance, though, total 
corporate earnings seem headed 
for a new high. 





Next Year’s Crops 





(Continued from page 183) 


from muscle-power (human and 
animal) to machine power con- 
tinues unabated, what with high 
wage costs and high prices of 
feed for work stock. 

Also, farmers are living better 
than ever before, according to an 
official study more than 25% bet- 
ter than in 1940. More farms have 
electricity, there are more tele- 
phones, more automobiles and 
trucks; out West there is even a 
strong trend to personal air- 
planes. Retail trade with farmers 
in recent months has consistently 
shown a far greater strength 
than urban department store 
sales, and mail order houses are 
doing a record business. House- 
hold furnishings and household 
appliances of virtually every type 
are readily bought. Much farm 
cash is also going for new build- 
ing, for modernization, for much- 
needed paint and such things, but 
there is relatively less spending 
for clothes, except for the 
farmers’ wives and daughters, re- 
portedly on a veritable spending 
spree. 

Generally speaking, while be- 
fore the war, selling efforts of 
business were mainly aimed at 
showing the farmer how to make 
more money, such efforts are now 
increasingly concentrated on 
showing him how to live more 
comfortably, and the farmer is 
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not hard to convince. In fact, he 
has readily taken to this idea 
which in itself reflects the great 
change for the better that has 
taken place in American agricul- 
ture. But withal, though spending 
freely, farmers are spending cau- 
tiously. They are harder to sell 
than most city people. To many, 
the mail order catalogue remains 
their “bible.” 

With heavy spending power 
concentrated in rural areas, it is 
not surprising that retail trade 
there has assumed relatively 
greater weight in the nationwide 
retail trade pattern. Thus in the 
past, there have been declining 
department store sales, yet over- 
all retail trade was well main- 
tained or even rising, directly re- 
flecting the increasing importance 
in farm buying. Businessmen are 
alert to this change; to them the 
farmer has become a “very im- 
portant person.” And that he is 
in more than a purely business 
sense. 


Agriculture’s Key Position 


American agriculture today 
holds a vitally important position 
in the world economic and politi- 
cal picture. Together with the 
weather, the farmer shares the 
responsibility which that position 
implies. Agricultural exports were 
at an annual rate of about $4.2 
billion from November to March, 
and were six times the prewar 
rate of $750 million. Wheat ex- 
ports, including wheat shipped as 
flour, during the year ended June 
30 amounted to 395 million 
bushels or about a third of last 
year’s crop. Wheat exports dur- 
ing the coming year are scheduled 
at around 500 million bushels. 
Add to this the substantial parts 
of domestic production of other 
farm products that have found, 
and will find their way into ex- 
port channels, and the picture of 
the importance of American agri- 
culture in the present world polit- 
ical and economic environment 
becomes clear. 

Farm output and farm exports 
have become a significant factor 
not only in relief and recovery 
efforts abroad, but in American 
diplomacy as well. Any weaken- 
ing of this effective weapon would 
inevitably lead to impairment of 
our political strength, quite apart 
from purely economic reprecus- 
sions. That’s why next year’s 
crops, and the weather that de- 
termines their size, are key fac- 
tors in the outlook. 
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National Supply 
vs. Dresser Industries 





(Continued from page 196) 
description of Dresser’s output 
and markets it will be realized 
how, as in the case of National 
Supply, strong a bearing the de- 
velopment and expansion in the oil 
and natural gas industries has 
upon its growth potentials. Both 
concerns are favored by prospects 
of prolonged prosperity because 
of huge amounts to be spent for 
equipment in this special field. 
While National’s emphasis upon 
pipe production greatly bolsters 
its volume potentials, its other 
products compete strongly with 
those of Dresser, not only in the 
oil field markets but in other areas 
as well. 

On the other hand, Dresser’s 
capacity for producing heating 
equipment may substantially off- 
set its absence of pipe production, 
especially in the long run. Prior 
to the war, there were periods 
when demand for pipe was so neg- 
ligible that National Supply was 
reduced to report slim earnings, 
though Dresser did relatively well. 
Indubitably, the popularity of 
heating and cooking by natural 
gas is opening up an era when 
combined new and replacement 
demand should bring a lot of busi- 
ness to Dresser’s door. 

From an operational standpoint, 
reference to our table will show 
that Dresser fared worse than 
National Supply last year, for the 
operating margin of the former 
declined to a nominal 1%, com- 
pared with 3.5% for its competi- 
tor. Shortages of steel, OPA price 
controls and strikes in supplier 
plants adversely affected margins, 
though demand was eminently 
satisfactory and volume dipped 
percentagewise much less than 
with National Supply in 1946. In 
1947, Dresser’s operating margin 
rebounded to 7.8% in relation to 
nine months sales of $54 million, 
the latter almost identical with 
the total volume reported for all 
of 1946. This improvement in 
margins reflects not only the vol- 
ume gain but indicates that ex- 
penditures of $3 million by the 
company for plant modernization 
and new facilities last year have 
brought better cost controls. 

Eversince November, 1945, back- 
log orders of Dresser increased in 
every month up to the end of Oc- 
tober 1946 when they totalled 
$66.89 million. Though a decrease 


in gas appliance orders due to nat- 
ural gas shortages cut the back- 
log down to $51.4 million on May 
31, 1947, it is evident that orders 
on hand will continue to support 
operations at substantial levels. 
When it comes to discussing net 
earnings of Dresser over a ten 
year period, it should be remem- 
bered that not until 1945 did six 
of the present subsidiaries enter 
the picture, and another one not 
until 1946. The per share earn- 
ings shown in our table, therefore, 
are not comparable in weighing 
the company’s present and poten- 
tial earning power. In the 1946 an- 
nual report of Dresser, an illum- 
inating chart is presented to show 
what the net earnings of the com- 
pany would have been for ten 
years past had all of its present 
constituents been included. By 
this it must not be assumed that 
the over-all showing was im- 
proved, for average net earnings 
would have differed little from the 
actual average of $1.52 per share 
earned by Dresser over a decade. 
What counts, though, is that earn- 
ings would have been substan- 
tially stabilized, with the nine 
cents per share for 1938 and 65 
cents for 1937 boosted to 66 cents 
and $1.54 per share respectively. 


Comparative Earnings 


At that, the $1.52 per share 
average earned by Dresser is 
somewhat less than the $2.12 
average shown by National Sup- 
ply over a ten year period, and 
the spread has widened during the 
latest nine months periods. Here 
we find Dresser earning $2.02 per 
share against $3.89 for National 
Supply, though there is a time lag 
of two months between the dates. 

Except for 1938 and 1946, 
Dresser has paid dividends in 
every year since 1937, and as its 
fiscal year ends on October 31, 
payment of a dividend in Novem- 
ber 1945 strictly speaking kept 
the record clean for 1946. Thus 
far in 1947, no dividends have 
been declared on the common be- 
cause of larger inventories and 
outlays for modernization. From 
the table it will be noted that the 
company’s working capital posi- 
tion last October was not overly 
comfortable, with the current 
ratio of 1.9. Since then, however, 
Dresser has borrowed $7.5 mil- 
lion from banks on notes due se- 
rially through 1956. Beyond much 
question, this move has effectively 
bolstered working capital to meet 
all requirements. 
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The capital structure of Dresser 
is fairly simple, consisting of 
59,400 shares of 334% preferred 
outstanding, convertible into 214 
shares of common at any time 
prior to September 14, 1955, un- 
less previously redeemed. 2.4 mil- 
lion shares of 50 cents par com- 
mon are authorized, of which 
1,095,137 shares are outstanding. 
Despite the current lapse in divi- 
dends upon the common, investors 
apparently view prospects with 
considerable optimism. At recent 
price of 20, the common stock 
sells about 6.7 times indicated 
earnings of $3 per share for the 
fiscal year ended October 31. With 
warranted hopes of dividend re- 
sumption before long and with ex- 
pectations of well stabilized earn- 
ings ahead, Dresser common at 
current price undoubtedly has a 
good measure of appeal. But 
everything considered, National 
Supply at 21 appears a more at- 
tractive speculation in a field with 
outstanding near-term and long- 
term possibilities. 





Extent of Building Revival 
Ahead 
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American Radiator & Standard 
Sanitary Corp., one of the largest 
manufacturers of heating and 
plumbing equipment, reported 
sales for the nine months ended 
September 30 of $137.4 million, 
compared with $83.2 million for 
the first nine months of last year. 
This improvement enabled the 
company to enlarge earnings to 
$1.06 a share from 30 cents a 
share in the same nine months 
last year. 

Crane Company’s sales, judged 
by figures presented to the Se- 
curities & Exchange Commission, 
give promise of an expansion this 
year of about 35 per cent. The 
total may come close to $200 mil- 
lion, compared with $142.4 million 
last year. Net profit for the twelve 
months ended June 30 came to 
$4.33 a share, compared with 
$2.73 in the preceding period, and 
for the full 1947 year it is esti- 
mated that earnings may range 
above $5 a share. 

Flintkote Company, one of the 
old established producers of roof- 
ing, reported sales for the first 
forty weeks of the year amount- 
Ing to $55.2 million on which earn- 
ings of $1.90 a share were realized. 
This compares with sales of $38.7 
million in the same months last 
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year. Earnings for that period 
amounted to only $1.98 a share. 

In the first nine months, Johns 
Manville, leading manufacturer of 
insulation and other asbestos prod- 
ucts, reported sales of $96 million, 
an increase of about 50 per cent 
over the $61.6 million reported in 
the corresponding period a year 
ago. Net profit amounted to $2.56 
a share, compared with $1.10 a 
year ago. 

Masonite Corporation recently 
reported record sales and earnings 
for the fiscal year ended August 
31. Business volume topped $25 
million, compared with $16.4 mil- 
lion in the preceding year and 
with only $7 million ten years ago. 
Earnings jumped to $7.30 a share 
from $3.67 in 1946 and an aver- 
age in recent years of only slightly 
more than $2 a share. The com- 
pany’s principal product is known 
as hardboard, a hard, dense and 
grainless fibre board used chiefly 
for paneling in homes as well as 
in motor cars and hundreds of 
other ways. 

National Gypsum, whose con- 
sistent growth has enhanced its 
competitive position in the wall- 
board industry, reported sales for 
the first nine months of $37 mil- 
lion, compared with $26.3 million 
in the same period of 1946. Net 
profit came to $2.05 a share, 
against $1.55 in the first three 
quarters last year. Indications 
point to record volmue of about 
$50 million for the year and, with 
further expansion in plant, sales 
in 1948 may climb another 10 
per cent. 

Ruberoid Company has experi- 
enced an almost phenomenal 
growth in business since the war. 
This may be attributed to a for- 
tunate position in obtaining raw 
materials and to an insistent de- 
mand for roofing materials not 


only for new construction but for 
repair work. Sales in the first nine 
months this year rose to $38.5 
million from $27.9 million a year 
ago, while earnings soared to 
$8.09 a share after a contingency 
reserve of almost $1 a share, from 
$4.38 in the same period last year 
when the reserve was about half 
as large. 


Record Earnings in Prospect 


From these brief summaries it 
may be seen that representative 
building supply manufacturers are 
about to complete an exception- 
ally favorable year. Record earn- 
ings are in prospect for almost all 
leading manufacturers. Although 
the increase in sales represents 
price inflation to some extent, it 
may be surmised that gypsum 
products, such as_ wallboard, 
plaster and sheathing, probably 
have not been raised more than 
20 to 25 per cent over the pre-war 
scale, while plumbing and heating 
equipment prices have been raised 
only slightly more percentagewise. 
Hence, higher volume results to a 
considerable extent from larger 
unit output. 

Labor saving machinery has 
been installed by leading manu- 
ufacturers with the result that al- 
though wage rates have almost 
doubled since 1939, in many plants 
actual labor costs per dollar of 
sales are no higher now than be- 
fore the war. Further progress 
in this direction is in prospect as 
new mills come into operation and 
labor efficiency improves. This 
factor is important in affording 
a hope for satisfactory earnings 
when competition becomes keener 
in the years ahead. 

In relation to current and pros- 
pective earnings, building shares 
generally are conservatively val- 
ved at current market prices. Con- 
sidering the favorable outlook for 
well sustained good earnings for 
a considerable period ahead, bet- 
ter situated building equities in- 
cluding those briefly discussed in 
the foregoing have undeniable 
long term attraction. In view of 
the urgent requirements for hous- 
ing, even a decline in national in- 
come — not now in sight — is 
thought not to militate too seri- 
ously against maintenance of rel- 
atively high buildings activity. 
Moreover, any future decline in 
construction costs is likely to 
bring out a good deal of business 
by those—and they are numerous 
—who have been postponing their 
building plans pending just such 
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a decline. Lower prices, if and 
when they eventuate, may well 
prove an important stimulant to 
construction activity even under 
somewhat less favorable economic 
conditions than at present. 





Answers to Inquiries 





(Continued from page 202) 


Yet, I can find no information on this 
company, other than that it sells com- 
mercial refrigerators and is doing well. 
[f you will, please give a bird’s eye view 
of this company.” 

R. R., Columbus, Ohio 


Hussman Refrigerator Com- 
pany manufactures and distrib- 
utes standard model refrigerator 
display equipment and commer- 
cial refrigerators, and also a com- 
plete line of food store equipment. 


Consolidated net sales for the 
fiscal year ended December 31, 
1946, amounted to $9,853,264.00, 
and net profits to $1,003,369.00, 
equivalent to $2.71 a common 
share (adjusted for the 2 for 1 
split earlier this year). Previous 
annual earnings adjusted for this 
split-up were as follows: 1945— 
73 cents, 1944—76 cents, 1948— 
13 cents. Earnings for the first 
six months of 1947 amounted to 
$2.39 a share. Dividend payments 
up to August Ist of this year, 
amounted to 45 cents a share, 
compared with 75 cents for the 
full year of 1946. Company’s 
name was changed this year from 
Hussman-Ligonier Company to 
present title. 


Capitalization consists of 27,- 
850 shares of $2.25 cumulative 
preferred stock outstanding and 
346,000 shares of common stock 
outstanding. Net current assets 
as of December 31, 1946 
amounted to $2,969,977. 


Earnings have risen sharply in 
the last two years and near-term 
prospects continue favorable. 
However, competition in the com- 
mercial refrigerator field in nor- 
mal times is intense, and there- 
fore long term prospects are ob- 
scure. The stock has a_ good 
measure of near-term speculative 
attraction for its good income 
yield, and moderate enhance- 
ment possibilities. 


Hearn Department Stores, Inc. 


“Please report on sales, earnings and 
dividends for Hearn Department Stores, 
Inc.” 


E. B., Dallas, Texas 
Hearn Department Stores and 
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its subsidiaries reported a net 
profit of $520,759.00 for the year 
ended on July 26, 1947, after all 
deductions, including $235,000.00 
provision for Federal taxes on in- 
come. The net profit includes 
$391,398.00 on the sale of real 
estate and $1,043.00 on the sale 
of U.S. Government securities, a 
total of $392,441.00. Net sales, in- 
cluding those of licensed depart- 
ments, amounted to $34,788,- 
123.00. No comparison with the 
twelve months ended July 1946 
is available. For the year ended 
January 31, 1947, the net income 
was reported at $607,397.00 on 
total net sales of $33,300,473.00. 
These figures include licensed de- 
partment sales, which totaled 
$2,933,627.00. 


Company and __ predecessors 
have been in business over 100 
years. Hearn’s operates depart- 
ment stores at 14th Street and 
Fifth Avenue, and one in the 
Bronx, New York City, and also 
one in Newark, N. J. Wholly 
owned subsidiaries are: Hearns 
Wholesale Corporation, Thirwest 
Realty Corporation and Hearn 
Liquor Store. Dividend payments 
for 1946 amounted to $1 a share, 
and 50 cents have been paid thus 
far this year. The stock is listed 
on the New York Curb Exchange. 





For Profit and Income 
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unlikely to rise importantly 
against the general trend, it is of 
sound semi-investment quality. 
The $2 dividend should be subject 
to increase. 


Buffalo Forge 


A stock not widely known, but 
having considerable special-situa- 
tion merit, is Buffalo Forge, listed 
on the New York Stock Exchange 
only since 1942 and closely held 
prior to that time. It was incor- 
porated under present name in 
1901, although the original busi- 
ness dates back to 1878. Products 
include blowers and fans; heavy 
machine tools; centrifugal pumps 
for marine and industrial uses 
and municipal water supply and 
sewage disposal systems; equip- 
ment for sugar refineries, coffee 
and rice plantation machinery, 
and some items for chemical 
plants. Earnings for the year to 
end November 30 probably will be 
somewhere between $8 and $9 a 


share, a new peak by a wide mar. 
gin. Unusual in these days, divi- 
dend policy is relatively liberal, a 
total of $4.20 having been paid or 
declared for the current fiscal 
year, against $2 last year. Fi- 
nances are sound, and the sole 
capitalization is 324,786 shares of 
common. The stock recently made 
a new high for the year at 37%, 
The low was 2514; and 1946 high 
4514. 


Acting Well 


Stocks showing much above 
average strength in the recent in. 
different market include Ameri- 
can Smelting, Gaylord Container, 
Phelps Dodge, Acme Steel, Ameri- 
can Agricultural Chemical, Amer- 
ican Viscose, Industrial Rayon, 
American Water Works, Barnsdall 
Oil, Standard Oil of California, 
Best Foods, Bethlehem Steel, J. I. 
Case, CIT Financial, Commercial 
Credit, Mathieson Alkali, and Wil- 
son. 





Securities Affording 
Tax Advantages 





(Continued from page 193) 


sources in the form of non-tax- 
able income. While adjustments to 
depletion reserves may have ac- 
accounted for this fact, it is not 
safe to assume that this was 
wholly responsible, for other tax 
problems too difficult to analyze 
could have entered the picture. 
Nor is it necessary to probe too 
deeply, for it is only the end re- 
sult that counts. Suffice it to show 
that producers of oil are often in 
a position to supply substantial 
tax advantages to their stock- 
holders. 


In explanation of why an indus- 
trial concern like General Preci- 
sion Equipment Corporation could 
relieve its shareholders of income 
tax liabilities on dividends equal 
to $1 per share last year, the tax 
experts would get into rather pro- 
found technicalities. In brief, this 
concern sold a large block of 
shares of Twentieth Century Film 
Corporation at a seemingly satis- 
factory price, though losses in- 
curred by predecessor companies 
caused a major offset. In conse- 
quence the Treasury Department 
ruled that the dividends paid dur- 
ing 1946 were not subject to in- 
come taxes. Obviously a repetition 
of this advantage is very unlikely. 


During periods when general 
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stock market conditions permit 
profitable shifts in portfolio hold- 
ings, the investment companies 
operating under the Investment 
Company Act are frequently able 
to distribute substantial capital 
gains along to their shareholders, 
for they themselves are not sub- 
ject to income taxes. Of $6.35 per 
share paid by Lehman Corpora- 
tion in 1946, $5 represented capi- 
tal gain for the dividend recipi- 
ents. In 1945, this concern also 
distributed $2.41 per share in the 
tax-free category, and thus far 
in 1947 has added $3.01 to the 
score, aside from dividend pay- 
ments derived from portfolio in- 
come. Atlas Corporation did even 
relatively better last year from 
the tax angle by declaring divi- 
dends equal to $1 per share, all 
non-taxable. Here was a case of a 
concern that realized large profits 
on its books from sales of RKO 
shares and of Bonwitt Teller, but 
due to book losses of its prede- 
cessors and other red ink items, 
was able to detach income tax lia- 
bilities from dividends paid dur- 
ing the year. 


Consistent Payments 


Among open-end investment 
companies, the record of Welling- 
ton Fund displays efficiency in 
achieving capital gains that have 
benefitted their shareholders tax- 
wise. In every year since 1934, 
this concern has supplemented its 
distributions derived from ordi- 
nary income by payments in the 
form of capital gains or from sur- 
plus. In 1946, for example, Well- 
ington reported net earnings of 44 
cents per share, but of total dis- 
tributions equal to $1.30 per 
share, 83 cents represented pay- 
ments to be figured on a capital 
gains basis. 


In summary, we hope that we 
have clarified the process by which 
various concerns have been able 
to gain tax advantages for their 
Shareholders. In some cases, as 
pointed out earlier in our article, 
the circumstances involved were 
purely non-recurrent, and in all in- 
stances they provide no reliable 
yardstick for weighing future po- 
tentials. In appraising yields and 
prices of some of the investment 
companies, oil, gas and mining 
companies, however, the prospect 
of some tax advantages deserves 
consideration. 
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What Can We Expect 
From Special Session 
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shortages are not serious (for 
coal, the problem is mainly one of 
transportation). But special meas- 
ures may be necessary to assure 
adequate export supplies of fer- 
tilizer. 

In the field of industrial equip- 
ment, most machinery is readily 
available for export, Major bottle- 
necks center on freight cars and 
mining machinery, both in strong 
demand at home, and the steel 
shortage in turn has been respon- 
sible for inadequate output. The 
same applies to agricultural ma- 
chinery, also in heavy demand by 
the Marshall plan countries. The 
present export rate of 12% of 
domestic production has not hurt 
American farmers though they 
could do with more equipment. 
Since the production rate is ad- 
vancing sharply, a far larger per- 
centage can be made available for 
export next year. 


In summary, just as food and 
steel are the most critical prob- 
lems, the future course of food 
prices and steel prices holds the 
most fateful implications for the 
future stability of our economy. 
Any further rise would inevitably 
lead to another inflationary spiral 
with deeply unsettling effects. 
Control of food and steel prices 
may be the answer, but labor’s at- 
titude is equally important. The 
threat of another round of wage 
increases on basis of the most re- 
cent price advances is very real; 
some union leaders have already 
announced their intentions. Man- 
agement alone cannot successfully 
fight a drive against a third 
round; to do that it needs the 
help of the Government. If the 
Administration really wants to 
combat inflation, it should en- 
courage industry to resist rather 
than willingly grant (as mostly 
was the case during the second 
round of wage increases) demands 
for higher wages at this time. In 
this respect the Harriman report 
offer a reasure of encouragement. 


No Benefits From Strikes 


It takes a dim view of the bene- 
fits that organized labor might 
win from another wage boost, 
lending weight to the widely held 
view that little or no good would 
come of it. Not only would any 





Imperial Oil Limited 
TORONTO 1, ONTARIO 


Notice to Shareholders and the 
Holders of Share Warrants 


NOTICE is hereby given that a dividend of 25 
cents per share in Canadian currency has been de 
clared, and that the same will be payable on or after 
the Ist day of December, 1947, in respect of the 
shares specified in any Bearer Share Warrants of 
the Company of the 1929 issue upon presentation 
and delivery of coupons No. 68 at: 

THE ROYAL BANK OF CANADA 
King and Church Street Branch, 
Toronto 1, Canada. ; : 
(For convenience coupons are also negotiable with 
out charge at any branch of The Royal Bank of 
Canada in Canada). 

The payment to Shareholders of record at the 
close of business on the 14th day of November, 1947, 
and whose shares are represented by Registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company on 
the 28th day of November, 1947. 

The Transfer books will be closed from the 15tb 
day of November to the 30th day of November, 1947, 
inclusive and no Bearer Share Warrants will be 
converted into other denominations of Share War 
rants during that period. 

The Income Tax Act of the Dominion of Canada 
provides that a tax of 15% shall be imposed and 
deducted at the source on all dividends payable _by 
Canadian debtors to non-residents of Canada. The 
tax will be deducted from all dividend cheques 
mailed to non-resident shareholders and the Com- 
pany’s Bankers will deduct the tax when paying 
coupons to or for accounts of non-resident share- 
holders. Ownership Certificates (Form No. 600) 
must accompany all dividend coupons presented for 
payment by residents of Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax withheld 
at source is allowable against the tax shown on 
their United States Federal Income Tax return. In 
order to claim such credit the United States tax au 
thorities require evidence of the deduction of said 
tax, for which purpose Registered Shareholders will 
receive with dividend cheques a Certificate of Tax 
Deduction, and Bearers of Share Warrants must 
complete Ownership Certificates (Form No, 601) in 
duplicate and the Bank cashing the coupons will 
endorse both copies with a Certificate relative to the 
deduction and payment of the tax and return one 
Certificate to the Shareholder. If forms No. 601 are 
not available at local United States banks, they can 
be secured from the Company’s office or The Royal 
Bank of Canada, Toronto. 

Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert this 
Canadian dollar dividend into United States cur 
rency or such other foreign currencies as are per 
mitted by the general regulations of the Canadian 
Foreign Exchange Control Board at the official Ca 
nadian Foreign Exchange control rates prevailing 
on the date of presentation. Such conversion can be 
effected only through an Authorized Dealer, i.e., a 
Canadian branch of any Canadian chartered bank 
The Agency of The Royal Bank of Canada, 68 Wil- 
liam Street, New York City, is prepared to accept 
dividend cheques or coupons for collection through 
an Authorized Dealer and conversion into any per 
mitted foreign currency. 

The Secretary will on request and when available 
forward to the holder of any Bearer Share War 
rant of the Company a copy of the Company’s annua! 
report for the fiscal year. 

By order of the Board, 
COLIN D. CRICHTON, 
General Secretary 
56 Church Street, Toronto 1, Ontario 
November 5th, 1947 





benefits be limited to a relatively 
small segment of labor, but still 
higher wages now would harm 
our entire economy. Granted a 
continuing cost of living increase, 
a third round on the wage front 
might well be inevitable, but pros- 
pects are that it will be opposed 
as vigorously as further price ad- 
vances. 


Everything considered, there 
can be no pat answer to the ques- 
tion: Can the Government stop 
price inflation? With drastic 
measures all along the line, it 
could perhaps be done, but this 
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hers 


writer doubts whether such meas- 
ures are politically feasible at this 
time. Controls at the consumer 
level particularly appear impos- 


’ gible to restart. And attempts to 


reimpose controls at the manufac- 
turer or trade level may well add 
to our “grey market” problems. 
Experience shows that it is im- 
possible to control effectively a 
segment of an economy. Effective 
control is impossible unless every- 
thing is controlled. Since price in- 
flation is the direct result of in- 
sufficient production to meet all 
demand, the only real cure is in- 
creased production. Recommenda- 
tion of allocations or controls 
merely proposes the dividing up 
of existing production, hence af- 
fords no basic remedy. It is a pal- 
liative, nothing more. 


Some Controls Certain 


What business is in for, un- 
doubtedly, is a return to some 
war-time controls. It might have 
escaped these regulations if some 
way had been found to bring pro- 
duction up to the levels which it 
was so certain would follow abo- 
lition of the OPA more than a 
year ago. Failure to “lick” the 
price problem then has led to con- 
ditions that seem to call for some 
measure of control, in certain 
areas, now. And it does little good 
to recall that strikes and mate- 
rials shortages were largely re- 
sponsible for this chain of events. 


President Truman’s anti-infla- 
tion proposals may go pretty far, 
but the important question for 
business is: How far will Con- 
gress go along .with the Presi- 
dent? The danger is that once 
Congress begins to debate controls, 
it will never end the debate on aid 
to Europe, and the continuous in- 
jections of this issue may do the 
Administration program little 
good. It is this prospect which 
provides opponents of controls 
with their greatest bargaining 
strength. 


Chiefly For Critical Items 


The most, in the circumstances, 
that the President is likely to ob- 
tain are controls for critical items 
at the producer or processor lev- 
els but not at the consumer level. 
And viewed realistically, the most 
that the counter-inflation pro- 
gram is likely to achieve is a 
slowing but not an immediate 
halt of price inflation. The Ad- 
ministration cannot afford an ac- 
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tively deflationary policy even if 
Congress were willing to support 
such a program which it quite ob- 
viously is not. Our business boom 
could not be sustained in such cir- 
cumstances, and collapse of the 
business boom would inevitably 
mean collapse of our foreign aid 
program, a possibility that no one 
in Washington would dare court. 

The Administration is faced by 
a double dilemma: It cannot risk 
drastic deflation for reasons just 
mentioned. Neither can it afford 
further inflation without definite 
gestures against it, and it is up to 
Congress to decide how far these 
gestures should go. Undoubtedly 
Congress will have to make deci- 
sions that may bear fateful sig- 
nificance for our economic as well 
as political future. 

As far as the foreign aid pro- 
gram is concerned, it may be well 
to remember that while many of 
its aspects are primarily political, 
its economic importance is equally 
great. American business and in- 
dustry could not long prosper with 
the non-communist world in a 
state of paralysis—its almost cer- 
tain fate without Marshall plan 
aid. Soviet policy counts on that, 
a slump in our own country in the 
wake of failure of the remaining 
capitalist countries to restore 
trade and economic stability. 


Attack On High Prices 


It stands to reason that heavy 
foreign aid appropriations cannot 
be put through Congress unless 
accompanied by an attack on high 
prices. Despite arguments to the 
contrary, past heavy exports have 
been a major factor in pushing 
prices upwards, not because these 
exports in themselves were unduly 
large in relation to total produc- 
tion but because they represented 
the critical margin between price 
stabilization and further price in- 
flation. If congressional action in 
appropriating billions for foreign 
aid is to find popular support, a 
minimum of controls is politically 
unavoidable. 


In the foregoing we have indi- 
cated the type of controls that 
might conceivably be acceptable to 
Congress. The outlook is that the 
latter will want to write its own 
legislation along the lines indi- 
cated. While it is too early to fig- 
ure them out in detail, it is not too 
soon to recognize that whatever 
measures will be enacted may mod- 
“3 the business outlook in many 
ines. 


As previously stated, the chief 
impact on industry will take the 
form of steel allocations. Steel has 
been chronicaiiy short and any 
deepening of this shortage is bound 
to affect many consuming indus- 
tries. Some will get more, some 
less steel, according to priorities 
worked out in line with Marshall 
plan requirements, and to that ex- 
tent there will be direct repercus- 
sions on business volume and earn- 
ings prospects. 


Farm Equipment 


For example, makers of farm 
equipment and mining machinery, 
badly needed abroad, are likely to 
get more steel, and the same may 
be true of the manufacturers of 
railroad freight cars. If so, they 
will be able to step up production, 
perhaps quite measurably so. Since 
the steel supply even today is crit- 
ically short, others are bound to 
get less steel. These may include 
manufacturers of consumer dur- 
able goods such as refrigerators, 
washing machines, certain house- 
hold goods now in fairly ample 
supply, perhaps even the automo- 
bile industry. Naturally, at this 
stage, there is no way of forecast- 
ing how steel priorities will work. 
But it is logical to assume that 
they will favor industries and com- 
panies making the most badly 
needed goods, both from the stand- 
point of European and domestic 
requirements. 


But maior policy decisions must 
be awaited for more detailed indi- 
cations of the prospective impact 
on business and industry. The 
shifts that must be expected will 
not only affect manufacturers, but 
retailers and consumers as well. 
Retailers may find a_ shrinking 
supply of certain goods and this 
in turn will revive certain short- 
ages at the consumer level. Even 
the relatively moderate and loose 
controls currently thought likely 
will in the end tend to curtail the 
domestic supply of a good many 
commodities. By next summer, at 
the latest, this will have become 
quite apparent. 


Food and Fuel 


Apart from articles containing 
steel, this may include particularly 
certain foods and probably fuel of 
every kind—coal, oil, gasoline. The 
farmer may have to do with less 
fertilizer. Certain types of ma- 
chinery may be difficult to pro- 
cure. A natural corollary is that in 
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the field of durable and semi-dur- 
able goods where demand backlogs 
have been heavy, the approaching 
demand-supply balance will again 
be pushed further into the future 
and demand backlogs may again 
expand. To the extent that this 
means merely postponement of de- 
mand fulfillment, it will serve to 
cushion any subsequent falling off 
of foreign shipments. However, 
since Marshall plan aid is to run 
for four’ years, though on a dim- 
inished scale after the first year, 
it may mean continuance of unbal- 
anced demand-supply conditions in 
the domestic markets for a consid- 
erable period unless home produc- 
tion can ultimately be stepping up 
to the point where re-approach- 
ment of supply and demand is 
again possible. In the case of steel, 
this will at best be a slow and 
gradual process; steel consuming 
industries therefore are bound to 
feel most, and longest, the unset- 
tling effects. 


In view of these potentialities, 
it is not surprising that the stock 
market is displaying an attitude 
of extreme caution. Any priority 
system is bound to affect more im- 
mediate volume and earnings po- 
tentials of a good many industries 
and companies and to that extent, 
implementation of the Marshall 
plan—as soon as more details are 
available—may force reappraisal 
of the status of the companies af- 
fected. One can rest assured that 
the market will undertake this re- 
appraisal just as soon as there is 
sufficient basis for it. The forego- 
ing comment indicates along which 
lines such reappraisal may take 
place. 





Which Companies Pay Most 
Liberal Dividends? 





(Continued from page 189) 


years past, it retained 89.1% in 
the business in 1946. Thus far in 
1947 the company has declared 
one extra of $1 per share plus 
a stock dividend on a share for 
share basis; current earnings un- 
doubtedly are lower than last 
year. 


In instances where concerns 
paid out to shareholders more 
than they earned in 1946, this 
fact usually can be attributed to 
unsettled conditions that tempo- 
rarily upset production schedules 
with adverse affect upon net earn- 
ings. Bottlenecks, for instance, 
restricted net of Burroughs Add- 
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ing Machine Company, but this 
concern did not vary its tradi- 
tional policies for liberal treat- 
ment of shareholders and distrib- 
uted an amount equal to 137.5% 
of last year’s earnings. General 
Electric Co., too, retained its 
reputation for dividend stability 
by paying out 107% of net in 
1946, despite its diffculties due to 
strikes. Though both of the above 
mentioned concerns are doing 
a record business, narrowing 
profit margins and larger need 
for capital may restrict increased 
dividend disbursements during 
the near term. 


The Oil Industry 


Turning to the oil group in our 
table, it is evident that most of 
the concerns listed have been pro- 
gressively modest in passing along 
their net profits to shareholders, 
that is, considering impressive 
gains in net earnings. Though ex- 
pansion in the oil industry has 
been tremendous during recent 
years and will assume record pro- 
portions from now on, it would 
seem that certain companies ad- 
hered to ultra-conservative poli- 
cies. An outstanding example of 
this has been Skelly Oil Company. 
During the past six years, net 
earnings of this concern have 
never fallen below $5.57 per 
share, and in 1945 and 1946 they 
were $8.69 and $10.30 respec- 
tively. During the first six months 
of 1947 they continued to climb, 
equalling $7.77 per share for the 
half year. Shareholders in this 
company, however, received divi- 
dends only at the rate of $2 per 
share in the past two years and 
an average of only $1.50 in the 
preceding four year period. While 
in the current year they will have 
received $2.50 per share, on the 
face of it, the dividend policies of 
Skelly Oil Company have been 
far from liberal. Apparently a net 
expansion of about $25 million in 
property account and larger needs 
for working capital during the 
years cited, absorbed a major 
portion of net earnings, but it 
seems about time that patient 
shareholders should benefit more 
substantially in the way of divi- 
dends. They may, too, in this 
instance. 


Counted among industries with 
an exceptionally favorable outlook 
is that of household furnishings. 
Deferred demand in this area is 
still far from satisfied, while the 
mounting number of new homes 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a quarterly dividend of 
one dollar ($1.00) per share on the 
outstanding common stock, payable 
December 12, 1947, to stockholders 
of record at the close of business 
November 14, 1947. 


B. E. HUTCHINSON 
Chairman. Finance Committee 

















a= COLUMBIAN 
CARBON COMPANY 


One-Hundred and Fourth 
Consecutive Quarterly Dividend 





A quarterly dividend of 50 cents and a 
year-end dividend of 10 cents per share 
will be paid December 10, 1947 to stock- 
holders of record November 24, 1947. 
at3 P. M. 


GEORGE L. BUBB 


Treasurer 





necessitates the purchase of all 
kinds of furnishings. On the aver- 
age, companies in this field have 
not been niggardly in their treat- 
ment of stockholders, as the table 
indicates. Last year, of course, 
was an exception but for good 
reasons. 


Many of the large manufactur- 
ers of floor coverings, for example, 
experienced heavy costs and long 
delays in rearranging their facili- 
ties for normal production. Short- 
age of steel springs, price controls 
and labor troubles adversely af- 
fected operations of bed manufac- 
turers, at least during the first 
half of 1946. All of which made 
for dividend policies on the con- 
servative side. Now that conditions 
have measurably improved in 1947, 
both Bigelow-Sanford Carpet Com- 
pany and Simmons Company have 
paid larger dividends than last 
year, although when net earnings 
for the full year are known, the 
proportion passed along to share- 
holders may still look rather mod- 
est. 


Makers of farm machinery and 
equipment usually appear to have 
paid out as dividends more than 
half of their net earnings, although 
the record has been marked with 
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a good many ups and downs. In 
part this has been due to fluctua- 
tions in annual net earnings rather 
than variations in company poli- 
cies. During war years, with their 
attendant numerous problems, di- 
rectors of many concerns in this 
field showed conservatism in their 
dividend policies in order to build 
up working capital for postwar. 
This proved wise in view of the 
strike wave that hit this industry 
hard last year. 


Allis Chalmers 


Ample cash resources enabled 
Allis Chalmers to ride through 
the storm without interrupting its 
dividend rate, although operations 
were in the red in 1946. Though 
International Harvester Company, 
too, experienced serious labor trou- 
bles, it came through with flying 
colors last year and during 1947 is 
enjoying the highest level of pros- 
perity in its long history. Com- 
pared with dividends of $3 per 
share in 1946, this concern has 
paid or declared aggregate divi- 
dends of $5.65 in the current year, 
thus maintaining its reputation 
for fair treatment of its stock- 
holders. 


In studying the general machin- 
ery group, it will be noticed that 
divergent policies as to apportion- 
ing net earnings have ruled among 
the companies tabulated. Some, 
like Link Belt, appear to have re- 
tained an increasingly large share 
of net from period to period. Fair- 
banks Morse rather consistently 
has held its dividend distributions 
to modest proportions, in passing 
along to stockholders an average 
of only 47% of net during the six 
years indicated. 


In contrast to these two, the 
record of Ingersoll Rand stands 
out rather sharply in all six pe- 
riods, with an average of 86%. On 
the other hand, the record of 
Worthington Pump for liberality 
in dividend policies may seem de- 
cidedly dismal. This company, how- 
ever, substantially fortified its re- 
sources from earnings during war 
years, is doing a record peacetime 
business currently, and its outlook 
is first class. Worthington’s low 
percentage of net distributed last 
year, if anything, warrants hope 
of more liberal distributions over 
the near term. 


The paper group offers an inter- 
esting basis for study because of 
the marked variation in the indi- 
vidual company percentages. Con- 
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sistently liberal dividend policies 
are characteristic of Scott Paper 
Company. This prominent manu- 
facturer of tissue paper has al- 
ways maintained a fine record for 
earnings and dividend stability, 
and nothing in sight indicates a 
change in this respect. The 88.5% 
of net passed along to the stock- 
holders of this concern in 1946, as 
it happens, represents almost ex- 
actly the average for the six years 
shown on the table. This suggests 
that if earnings rise hereafter, 
similar liberal treatment may be 
accorded. 


The apparently drab showing of 
International Paper Company as 
to earnings distributions would be 
misleading without an understand- 
ing of the circumstances. By re- 
tention of earnings in the busi- 
ness for some years past, sub- 
stantial amounts of high rate 
debts have been retired, plants 
have been modernized and work- 
ing capital swelled. As a result net 
earnings of the company have 
made almost spectacular gains 
since the end of the war, and 
promise to continue at a high level 
for an indeterminate period. Al- 
though the company’s share- 
holders received only 35.3% of net 
earnings last year, this meant 75 
cents per share quarterly, and re- 
cently a $1 extra. All in all, a 
more liberal share of net could 
soon be allotted to stockholders, it 
would seem. 


With operations close to capa- 
city level in the steel industry, 
there is more than a fair prospect 
that a rather generous propor- 
tion of net earnings will be ac- 
corded stockholders of the 
stronger concerns. This, however, 
does not necesasrily indicate that 
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increases in dividends will keep 
pace with net earnings gains, 
Though U.S. Steel, for example, 
has declared a year end extra of 
$1 per share, bringing total for 
1947 up to $5 per share, net for 
the year could easily rise to above 
$11 per share, thus pulling the 
percentage distributed down sub- 
stantially compared with last 
year. 


Bethlehem Steel has paid quar- 
terly dividends of $1.50 per share 
thus far in 1947 and there is stil] 
time for a possible extra before 
the year end. Unless it is very 
liberal, however, the total propor- 
tion of 1947 net distributed to 
common stockholders may fall 
well below the 51% paid out last 
year. 


While both of these major steel 
concerns apparently could afford 
to pass along a more sizeable 
share of earnings to their stock- 
holders, extensive programs for 
expansion, need for peak working 
capital and still rising costs stim- 
ulate caution in dividend policies. 
This same thing applies to numer: 
ous other units in this industvry. 
The bright outlook for the steel 
producers, on the other hand, 
promises much for dividend sta- 
bility during the next few years. 
As time passes, the high propor- 
tion of net retained in the busi- 
ness may not seem so urgently 
required. In this event share- 
holders could expect to receive a 
more substantial percentage. 


Because of space limitations, 
and since the tabulated percent- 
age figures of dividend payments 
in relation to net earnings are 
largely self-explanatory, we shall 
forego special comment on the 
numerous corporations whose rec- 
ords appear on the statistical 
tables. Holders of shares in the 
companies listed undoubtedly will 
find it interesting to study these 
figures and draw their own con- 
clusions. 





Durable Goods Boom 





(Continued from page 181) 


From an overall standpoint, 
then, the outlook for durable 
goods industries continues excep- 
tionally good, though of course 
there are good many variations in 
individual sectors. Backlogs con- 
tinue high even though shipments 
have been running ahead of new 
orders through 1947, the result of 
rising production. 
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Indicative of the most recent 
trend, the index of the Depart- 
ment of Commerce of new orders 
of durable goods rose only three 
pints from 259% of its 1939 
monthly average in July to 262 in 
August while its durable goods 
shipments index declined from 304 
to 292. 






Divergent Trends 


There have been marked con- 
trasts in the volume of new busi- 
ness received by various indus- 
tries in the month of August. The 
most abrupt rise was chalked up 
by the furniture industry with a 
15% gain. Iron and steel new or- 
| ders jumped 7% while smaller in- 

creases were shown by machinery 
and building materials. On the 
other hand, orders for electrical 
machinery dropped. Only one dur- 
able goods industry—non-ferrous 
metals, reported a decline in the 
dollar volume of its shipment, 
amounting to 2% ; this trend how- 
ever is believed to have now been 
reversed. Declining prices, it is be- 
lieved, accounted for a substantial 
part of this volume drop. In sum- 
mary, recent gains in durable goods 
output — while fairly general — 
were led by steel, transportation 
equipment and most types of ma- 
chinery, with relatively lesser in- 
creases noted in other sections. 


ames 


Activity in the durable indus- 
tries reflects not only the enor- 
mous backlogs and urgent demand 
existing in numerous fields but 
importantly also the steady expan 
sion of capital investment that has 
been going on since the war’s 
end. According to Government es- 
timates, fourth-quarter business 
expenditures on new plant and 
equipment will run at around $4 
billion, and this assures a high 
level of activity for heavy goods 
industries. Without a letdown in 
heavy goods, no real business 
slump can be expected. In the light 
of indicated future expenditures 
along these lines then, predictions 
of a recessioh must be further 
postponed—at least until indus- 
try’s capital budgets for 1948 are 
drawn up. 


Good Demand Outlook 


There are a good many signs 
that hint continued strong de- 
mand for capital goods. An impor- 
tant one is that new plant expen- 
ditures account for about one third 
of new investment, about the same 
ratio that prevailed last year. Thus 
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there is no reason to assume that 
postwar plant expansion has been 
completed. 

Of an estimated 1947 total of 
$15.2 billion for new plant and 
equipment expenditures of all bus- 
iness, about $10.6 billion or 70% 
represents actual and anticipated 
outlays for new machinery. The 
same proportion is indicated for 
manufacturing where nearly $5 
billion will be spent for the same 
purpose. 


A break-down of such expendi- 
tures in recent months might be 
of interest. In the total of $3.9 
billion spent for new plant and 
equipment during the second quar- 
ter of 1947, the electric and gas 
utilities, the railroads and other 
transportation industries, and the 
manufacturing industries contrib- 
uted about equally in absolute 
terms to the net gain of $200 mil- 
lion over the earlier peak of $3.7 
billion reached in the last quarter 
of 1946. The trend of outlays by 
the utilities and railroads has been 
sharply upward in 1947, whereas 
the manufacturing industries have 
shown a tendency to level off. 


Thus estimated new capital ex- 
penditures, according to the De- 
partment of Commerce, by electric 
and gas utilities reached a high of 
$450 million during the second 
quarter, and quarterly anticipa- 
tions for the second half of 1947 
reflect a further growth to an an- 
nual rate of approximately $2 bil- 
lion in the latter part of the year. 

Railroads look forward to stead- 
ily increasing outlays for new cap- 
ital facilities. Compared with ex- 
penditures of $570 million in 1946, 
actual expenditures for the second 
quarter 1947 were at an annual 
rate of $880 million while the an- 
ticipation for the fourth quarter 
approaches an annual rate of $1.5 
billion. Whether this rate will be 








realized depends largely upon 
equipment deliveries which con- 
tinue a sore spot in the outlook. 


Expenditures for new plant and 
equipment by manufacturing com- 
panies—which account for a much 
larger share of capital outlays 
than any other industrial group— 
declined with seasonal interrup- 
tions from $1,760 million in the 
last quarter of 1946 to $1,450 mil- 
lion in the first quarter of this 
year. Actual expenditures by man- 
ufacturing industries for the sec- 
ond quarter of 1947 are estimates 
at more than $1.8 billion, or at an 
annual rate in excess of $7 billion. 
A levelling off at about the same 
annual rate is now expected in 
this sector during the fourth quar- 
ter, but this is still an enormous 
amount. 


All in all, these data paint an 
optimistic picture. They show that 
the postwar expansion program of 
industry is bigger than earlier an- 
ticipated, adding strength to the 
existing boom potentials with no 
signs of an early letdown. As dur- 
able goods go, so goes the whole 
economy. 





Market Realistically 
Weighing New Factors 
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gress have to dodge being put in a 
spot where it would be even more 
difficult than it is now to disavow 
any responsibility for the high 
cost of living. Hence they will 
either have to go along substan- 
tially with the President or devise 
some measures of their own which 
make political sense. 


Opinion at Washington is that 
the minimum European aid likely 
to be voted by Congress will be 
enough to postpone a domestic 
business recession more or less 
indefinitely. We do not think it is 
that certain, but surely the pro- 
gram lessens the chances of reces- 
sion of any importance for 1948. 
It is not yet evident that the 
market is ready to respond to this 
assumption. We continue to rec- 
ommend 50% invested positions 
in average acounts. 


—Monday, November 17. 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


Eaanine Srarsmanrs por THE TWELVE 
Months Ewpem Sarramere 30, 1947 


Columbia Gas & Electric Corporation has 
made generally aweilable to its security 
holders ed idated earning 
co Sepuember on be] such Bas 4 
to Septem . pe gine 
ning after phy Sona dete of . Vr 
ration’s Registration Seatement for ” 
000,000 principal amount of 1%% Serial 
Debentures aad $77,500,000 principal 
amount of 3%% Due 1971, 
filed with the Seeurieies aad Exchange Com- 
mission pursuemt te the Securities Act of 
1933, ae amended. Upom request, addressed 
to the —— at 61 Broadway, New 
York 6, N. Y., eapées of such earning 
statements will be mailed to the Corpora- 
tion's security heldess and to other inter- 
ested parties. Such earning statements are 
made generally swedlable to security hold- 
ers in accordames with the provisions of 
Section 11(a) of the Securities Act of 
1933, a6 amended. 

COLUMBIA CAS & ELECTRIC 
CORPORATION, 


by E. D. Bivens, 
November 14, 1947. 





Treasurer 

















REEVES BROTHERS, unc. 


DIVIDEND NOTICE 


A dividend of 25c¢ per share has 
been declared, payable January 2, 
1948, to stockholders of record at 
the close of business December 3, 
1947. The transfer books of the 
Company will not be closed. 


J. M. REEVES, Treasurer 
November 17, 1947 
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economically unified Germany on 
a much larger scale, but doing 
just that would offer a ready- 
made opportunity to sabotage the 
Marshall plan, the Kremlin’s most 
immediate and urgent objective. 


Without Western Germany, the 
Russians well know, the Marshall 
plan cannot work properly. What 
would be simpler than to wreck 
it by trying to detach Western 
Germany from the Marshall plan, 
if they can do so through agree- 
ing to long-opposed unification? 
And having once more a unified 
German Government exposed to 


Russian pressure would no doubt 
carry its own political rewards. 
As it is, the ideological battle to 
make Germany go communist has 
failed; eastern Germany has been 
milked dry. Thus to Russia a 
change of tactics at the London 
conference would seem to offer 
new and interesting vistas. 


If the London maneuvers fail, 
and in some of their aspects they 
may well prove embarrassing to 
the western allies, it would not be 
surprising to see a large scale 
Russian bid for a German alliance. 
In this direction, too, the ground 
is being prepared in many ways. 
It is significant that the most ef- 
fective theme of German com- 
munist propaganda is “German 
unity” with the ready reminder 
that only by a deal with Russia 
can the unity of Germany, that is 
Germany’s prewar borders, be re- 
stored. That such a restored Ger- 
many would of course have to be 
a soviet-controlled Germany is 
less emphasized, but goes without 
saying; just as every attempt can 
be expected to exercise Soviet in- 
fluence in any Germany reunited 
up to the Oder-Neisse line 
through the “grace” of Soviet 
concessions at London. 


Need for Watchfulness 


Since there may be powerful 
currents within Germany that fa- 
vor such a development as the 
only means of ultimate German 
revival, western policy must be 
prepared to counter such moves 
with the utmost resolution. While 
we may not be able to prevent the 
London conference from being 
used as a sounding board for 
propaganda intended to play for 
German sympathies, we have it 
in our hands to frustrate this sort 
of game that, if successful, would 
greatly endanger the Marshall 
plan and all it stands for. With 
the Marshall plan wrecked, 
Europe could yet fall to the 
Soviets. The Soviet policy of cre- 
ating internal strife is merely 
part of the grand strategy, how- 
ever desperate it may appear. 
Cleverly designed compromise 
proposals that would allow them a 
voice in the control of the Ruhr is 
another one. They call for the ut- 
most watchfulness on our part. 
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RICHER BY ASIA 
By Edmond Taylor 


The truth which Edmond Taylor tells 
in RICHER BY ASIA is not a new truth. It js 
the core of the religious and philosphical 
thought of mankind throughout history, 
It is the simple fact that in the hearts 
and minds of men lies the solution of the 
world’s disease, and not in pacts and 
armamerts. 


As many of us are coming to see each 
day, our future depends on building a 
bridge between East and West. The first 
step, Mr. Taylor points out, is a recogni- 
tion of the fact that the Asiatic is a man, 
even as we are men; that in an under. 
standing of his ways of thought, in an 
appreciation of the principles which gov- 
erns his life, lies the only hope of avoid- 
ing a final World War or of preparing 
men for a true World Government. 


While stationed in India for the Office 
of Strategic Services, Mr. Taylor studied 
the people with whom he lived and 
worked—both Asiatics and Europeans— 
not as a representative of a ruling race, 
afflicted with ‘the disease of being a 
Sahib,’ but as an intelligent man, trained 
in the methods of psychological warfare, 


whose mission is the understanding of 
his fellow man. Those who waged psy- 
chological warfare had to look beneath 
the surface, and it was inevitable that 
they should see men and nations in their 
essential, rather than their superficial, 
aspects. Once their eyes were opened, a 
few were unwilling to close them again, 
realizing that a power so tremendous for 
winning the war was essential for solv- 
ing the problems of peace. Edmond Tay- 
lor was among these, and in India he saw 
that he must shift his focus from the in- 
comprehensible surface of Asia to the 
thought and aspiration of the people 
whom, with our craving for artificial cat- 
egories, we call Orientals. 


The new light shed on his own Western 
thought and assumptions by his hard- 
won comprehension of the Indian mind 
was, like many valuable things, a by- 
product. Both the objective and subjec- 
tive illumination which Mr. Taylor 
achieved are told in a vivid, and at times 
an exalted, prose, whose profundity re 
minds the reader of Henry Adams. 


RICHER BY ASIA has carried over 
into the problems of peace that preoccu 
pation with the essential which William 
James saw as the great need of the world 
—‘The moral equivalent for war.’ 


Edmond Taylor points the way. His 
book is profoundly sincere and pro 
foundly important thinking. The more 
people read this book, the more hope 
there will be for Peace in Our Time. 


H. M. Co. $3.75 
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BOOK REVIEWS 


FREE GOLD 


The Story of Canadian Mining 
By Arnold Hoffman 
Illustrated by Irwin D. Hoffman 


To most people Canadian gold mining 
isa never-never land of fabulous money- 
empires and stocks ballooning overnight 
into fortunes—a land of milk and honey 
burgeoning with the Midas touch of a 
geologist’s pick. Strange to say, much of 
this is true. Canada is a fabulous mining 
country: millions of dollars have been 
made and lost from her mines. But 
whether it be success or failure, Cana- 
dian mining has always meant hard 
work, backbreaking prospecting and sur- 
veying, endless patience and sound geo- 
logical knowledge. 


Almost a quarter of a century ago, 
Robert and Arnold Hoffman, fresh from 
Boston and Harvard, struck out for 
themselves in the wilderness of the Cana- 
dian bushlands. They began their mining 
career the hard way: by prospecting on 
foot and by canoe—beleaguered by biting 
fies, unfriendly country and bitter dis- 
appointments. But they learned about 
mining from A to Z and now have as wide 
and as practical a knowledge about min- 
ing as a handful of other “experts.” 


FREE GOLD is their story and is 
probably the first time that such a vast 
and complete storehouse of essential in- 
formation about Canadian mining has 
ever been between the covers of one book. 
Here are fascinating chapters on the ac- 
tual procedures of mining: from the first 
ore strike until mining stock is sold to 
investors. There are absorbing sections 
on the scientific aspects and background 
of mining, on the important part that the 
geologist and the prospector serve. The 
book is spun through with first-hand ac- 
counts of the adventurous side of mining, 
stories of the great and the near great 
of Canadian gold—people like Sir Harry 
Oakes, up from poverty to knighthood 
and death; of Clary Dixon and the fas- 
cinating speculations of what ever be- 
came of Dan Willens, the prospector. 


FREE GOLD is illustrated by a third 
Hoffman brother, Irwin, the distin- 
guished artist who illustrated THE DELA- 
WARE in the Rivers of America series. 
With such a trio and such a background, 
FREE GOLD cannot help but be as absorb- 
ing as an adventure novel and a valuable 
reference book in any library. 


Rinehart & Company, Inc. $5.00 


REPORT ON THE GERMANS 
By W. L. White 


This is a report on the German people 
—the human beings who were our ene- 
mies and whose fate is now being deter- 
mined by the victors. W. L. White has 
gone behind the statistics and the argu- 
ments of the treaty makers to give us a 
vivid picture of the Germans themselves 
—how they reacted to the war while it 
was going on, what they think today, 
what they hope or fear in the future. 


NOVEMBER 22, 1947 


Here is Albrecht Schultz, the young man 
who went to college in America and saw 
the war from the vantage point of Goeb- 
bels’ Propaganda Ministry; Mrs. Sophie 
B., the Jewish woman who incredibly sur- 
vived the entire war in Berlin; Friedrich 
Neumann, the unreconstructed German 
nationalist; and Fraulein Klein, a girl so 
young that she remembers only the reign 
of Hitler. Superb reporter that he is, Mr. 
White has brought alive these and dozens 
of other Germans, so that we can see for 
ourselves the human meaning of the 
peace settlement. 


REPORT ON THE GERMANS will 
be as controversial a book as its best- 
selling predecessor, REPORT ON THE RUS- 
SIANS. For in portraying the German 
people—as distinct from their Nazi mas- 
ters—he presents a powerful argument 
against those who would treat Germany 
as a pariah nation. And in a concluding 
section Mr. White, who witnessed many 
of the big events in the peacemaking 
drama of 1919, draws a striking contrast 
between the methods with which Wood- 
row Wilson ended the first World War 
and fought to create a democratic Ger- 
many, and the blunders that brought 
us to the present stalemate in drawing 
up a peace for Germany. 


$3.00 


Harcourt, Brace and Company 


THE SANTA FE TRAIL 
By The Editors of LOOK 


Today forty million Americans live in 
the cities and towns, on the farms and 
ranches, of the American West. 


The story of this westward course of 
empire is the story of the earliest travel 
over the great overland routes to the Pa- 
cific. It is a tale of tremendous achieve- 
ment, drama and action, of courage and 
endurance. 


To recount the opening of the West one 
has but to follow the great trails, but 
their panorama is too sweeping to be 
covered in one volume. This book, there- 
fore, is focused on the Santa Fe, with all 
its color, romance and adventure. In text 
and picture is thrillingly revealed its sig- 
nificance as an important part of the 
whole westward movement. 


Random House $3.50 


CREATURES OF CIRCUMSTANCE 
By W. Somerset Maugham 


“Since the beginning of history men 
have gathered round the campfire or in a 
group in the market place to listen to the 
telling of stories. The desire to listen to 
them appears to be as deeply rooted in 
the human animal as the sense of prop- 
erty. I have never pretended to be any- 
thing but a storyteller.” 


The above is an excerpt from the intro- 
duction through which Mr. Maugham 
leads the reader gracefully and subtly 
into his present collection of tales. 


These fiften stories are set against the 
romantic backdrops which Mr. Maugham 
has used in the past. London. The East. 














(CANADA DRY) 
DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on October 28, 1947 declared 
the regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock and a dividend of $0.15 
per share on the Common Stock; 
both payabie January 1, 1948 
to stockholders of record at the 
close of business on December 
10, 1947. Transfer books will not 
be closed. Checks will be mailed. 












Wo. J. WILLIAMS, E 
V. Pres. & mune” 


























CONTINENTAL 


C CAN COMPANY, inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($ 93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable January 2, 1948, to 
stockholders of record at the close of 





business December 15, 1947. Books will 
not close. 


SHERLOCK McKEWEN, Treasurer. 








France. America. They are superbly 
written examples of the expert crafts- 
manship which he has brought to the art 
of storytelling. 


Doubleday $2.75 


REBUILDING THE 
WORLD ECONOMY 


By Norman Buchanan and Friedrich A. Lutz 


“Unless the world is to distintegrate 
into a collection of fortresses,” say the 
authors of this study, “within which each 
country sweats out a meager living be- 
fore emerging for the next titanic strug- 
gle, the problem of international eco- 
nomic reconstruction must be squarely 
faced.” 


This book presents the facts basic to 
intelligent action. It surveys previous ex- 
perience in world trade and foreign in- 
vestment; the present situation; the pos- 
sibilities of the new agencies such as the 
International Bank for Reconstruction 
and Development, and the International 
Monetary Fund; the hazards of foreign 
investment under world conditions of to- 
day; the need for multilateral trade and 
the obstacles in its path. 


A final chapter, by the Fund’s distin- 
guished Committee on Foreign Economic 
Relations, including representatives 
from business, labor, and agriculture, 
presents a program of specific steps look- 
ing toward development of multilateral 
trade and constructive foreign invest- 
ment. 


The Twentieth Century Fund $3.50 
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Investment Program 
- Provided by THE FORECAST 
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In this decisive market phase when the investment 
action you take is vital to preserving and building capi- 
tal and income . . . we suggest that you turn to THE 
FORECAST just as you would consult your lawyer, doctor, 
architect, etc. for professional advice. FORECAST SERVICE 
will provide you with the essentials you need in con- 
ducting a sound investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 

given which you can apply to p 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs .. . 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of last year’s 
break on July 15...six weeks 
ahead .. . and has accurately 
gauged this year’s movements. 


CaF 


five years ago; 








2. Definite Advices on Intrin- 








to you of satisfactory 
service is based on... 


—Our 1600% growth in clientele since the 
new lower priced Forecast was announced 


—Our staff and facilities; 
—Our outstanding record .. . 
better than the market; 
—Our more than 30 years experience; 
—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi. 
tal, wishes and objectives. There are two programs for 
the Short Term: (a) Dynamic Special Situations and 
(b) Low-Priced Opportunities; also two programs for 
the Longer Term: (c) Investment Recommendations 
for Income and Profit; (d) Low-Priced Situations for 
Capital Building. Each program comprises a fixed num. 
ber of securities and it is our aim to have you contract 
or expand your position as we anticipate pronounced 
market weakness or strength. 


4. Continuous Consultation 


You are welcome to consult us 
. . . by mail or by wire . . . on 
securities in which you are in 
terested . . . as many as 12 at 
a time ... to place and main. 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 


consistently 


Tax Savings... We will serve 














sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections bonds and preferreds as well as 
vrommon stocks. 


you in capitalizing on tax sav. 
ings up to 25% .. . establishing 
short term and long term gains and losses . . . taking 
advantage of price and value disparities. This personal 
advice alone can readily be worth many times our mod: 
erate fee. 


Enroll NOW to receive Our 4-Point Investment Pro 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to January 1, 1948. So we suggest tha 
you enroll today using the coupon below. 





ye ee ee ee we ee i 


PREE SERVICE TO JANUARY I, 1948 





Special Ofte / 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [J] $50 for 6 months’ subscription; [] $75 for a year’s subscription. 
(Service to start at once but date from January 1, 1948) 
SPECIAL MAIL SERVICE ON BULLETINS 








MONTHS’ Air Mail: () $1.00 six months; [1] $2.00 O Telegraph me collect in anticipation of 
SERVICE 50 one year in U. S. and Canada. 
Special Delivery: ( $3.50 six months; when to buy and when to sell, 
MONTHS’ O) $7.00 one year. 
7 N 
l SERVICE 5 }) — 
Address 
Complete service will start at 
once but date from January 1. City State 





Subscriptions to The Forecast 
are deductible for tax purposes. \ 
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Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
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initial Advisory and Tax Savings Report. | 


THE MAGAZINE OF WALL STREET 
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Hope and Crosby, in the movies, seldom see eye to eye. 
; A ’ : : 
L/ Na 4 But there’s one thing they really do agree on—they both think 
Vv" U.S. Savings Bonds make wonderful Christmas gifts! 


SAYS BOB: “They’re swell for anybody on your list. You 
couldn’t pick a nicer, more sensible, more welcome present. 
Even Crosby knows that.” 

SAYS BING: “I hate to admit it, folks, but Hope is right. 

And remember this—you can buy Bonds at any bank or 

post office in the U.S.A.” 

BOB AND BING (together): ““This Christmas, why not give the 
finest gift of all—U. S. Savings Bonds!” 


Give the finest gift of all... U.S. SAVINGS BONDS 





Contributed by this magazine in co-operation with the Magazine Publishers of America as a public service. 


























A First Step in Your Program for a 


PROFITABLE 1948 


RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the . - 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or WALL StreET. A Background of forty years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 

















